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MUTUAL SECURITY ACT OF 1960 


TUESDAY, MARCH 1, 1960 


Houses or REPRESENTATIVES, 
COMMITTEE ON ForeiGn AFFAIRS, 
Washington, D.C. 
The committee met at 10:45 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 
Chairman Morean. The committee will come to order. 
Rs are meeting in executive session on the Mutual Security Act 
of 1960. 


The witness this morning is the Honorable James W. Riddleberger, 
Director of the ICA. 


Mr. Riddleberger, you have a statement and you may proceed. 


STATEMENT OF HON. JAMES W. RIDDLEBERGER, DIRECTOR, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Rippiesercer. Mr. Chairman and members of the committee, 
I welcome this opportunity to appear before you in my capacity as 
Director of the International Cooperation Administration to sup- 
port those elements of the fiscal year 1961 mutual security program 
authorization request which are the responsibility of ICA. These 
include defense support, special assistance, technical cooperation, and 
the ICA administrative expenses. 

Over the past decade I have observed and participated in this pro- 
gram from the vantage points of both the developed and underdevel- 
oped parts of Europe, including 6 years in Yugoslavia and Greece. 

I have personally witnessed the effectiveness of this program as a 
tool serving our foreign policy objectives. I am convinced that with- 
out this program the map of Europe would be very different today, 
and we would have been compelled to spend for our own defense 
amounts exceeding the cost of these programs in Europe, and that our 
overall defense posture would be far less secure than it is now. 

Without U.S. assistance, the Communist rebels probably would have 
taken over Greece. It is difficult in 1960 to reconstruct in our minds 
the apparently hopeless position of the free forces in Greece, in the 
late 1940’s when their authority in Athens itself extended over only a 
few blocks. 

The program has helped the free countries of Europe to meet an 
imminent Communist internal threat to their independence arising out 
of their economic collapse. 

It is doubtful if either France or Italy would have succeeded in 
the determined defense of their freedom, without this program. 
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Economic assistance has made it more feasible for Yugoslavia to 
iy on the road of independence from Moscow, which it had 
chosen. 

This program has directly benefited the trade and commerce, and 
consequently, the livelihoe4, of the entire free world. It has been the 
foundation for the rebirth of a determination by many nations to 
remain free and independent. 

It has strengthened the will of many nations to pursue without 
fear the path of freedom and independence and to maintain a position 
of national sovereignty. It has helped to make the concept of a satel- 
lite state repulsive to free peoples. 

Also noteworthy is the fact that today many of the European 
countries, which 12 short years ago were themselves at the edge of 
economic chaos, are able and have begun to extend substantial aid to 
underdeveloped countries. 

This program has helped the free countries of Europe to maintain 
a military posture which has significantly contributed to deterring or 
preventing Communist expansion by force of arms. NATO and our 
complex of strategic bases are a direct consequence of this program. 

Under the Marshall plan assistance was concentrated on the over- 
whelmingly important problem of restoring and strengthening the 
economies, the stability and the military power of Europe. However, 
while these striking forward strides have been made in Europe, addi- 
tional and pressing challenges requiring appropriate responses from 
the United States have arisen during the past decade in the under- 
developed areas, in the Middle East, Asia and more recently in Africa. 

Our initial step in the underdeveloped areas was the point IV con- 
cept. This program recognized that, unlike the situation in Western 
Europe, the shortage of technical skills and the inadequacies of local 
institutions represented as great a deterrent to progress as their lack of 
capital, 

Our technical cooperation program to assist in remedying these situ- 
ations has had a high degree of success. However, in some areas point 
IV was overshadowed almost at the outset by the explosion of Com- 
munist armed force and intensified subversive action into the under- 
developed areas beginning with their subversive action in Iran, their 
takeover of mainland China and the start of Communist military 
action in Korea, Indochina and the Taiwan Strait. These actions 
made imperative the provision of economic assistance in order to en- 
able the countries most directly concerned to resist the threat by 
military measures and to restore or strengthen their economies. 

With the gradual return of stability to Europe and Asia—an un- 
easy stability as we have been in 1959, and with Communist actions 
threatened or directed at such places as Berlin, Tibet, India, Laos, 
and the offshore islands—it has been possible to direct increasing 
attention to the problems of development in Asia and elsewhere and 
at the same time continue necessary attention to stability and main- 
tenance of the military shield. 

Thus, recent years have seen a significant growth of technical co- 
operation, the establishment of the Development Loan Fund, the crea- 
tive use of our agricultural surpluses, the expansion of the Inter- 
national Bank for Reconstruction and Development and the develop- 
ment of other instrumentalities to jointly mobilize the resources of 
the other developed nations of the free world. 
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Our response has been properly characterized by flexibility and 
diversity to meet differing needs and priorities with limited resources. 
programing process has been increasingly refined to permit 
this. 

In a constantly changing world scene, it has not been easy to achieve 
the most effective balance between, for example, Europe and Asia, 
military and economic needs, grants and loans, short-run impact 
and long-range benefits, military allies and neutrals, and major 
projects and diversified small projects. 

At no time have any of these possibilities been ignored. However, 
it has been certainly possible for men of reason to reach different con- 
clusions as to the proper balance. With the benefit of hindsight, we 
can now see where a different emphasis in particular situations might 
have been more effective. 

I personally believe that the shifts in emphasis and the changes 
in the program which the executive branch is proposing to you this 
year, and which ICA is, in part, charged to execute, represent not 
only another significant forward step in our continuing effort to im- 
prove foreign assistance but represent a program which is responsive 
to the needs of fiscal year 1961. 





























THE FISCAL YEAR 1961 PROGRAM 


The fiscal year 1961 
or shifts in, emphasis. 
sage, and the 





rogram features a series of new points of, 
resident Eisenhower’s mutual security mes- 
resentations of Secretary Herter and Under Secre- 
tary Dillon before this committee have indicated these points which 
include increased concentration of assistance for economic growth in 
eas countries, the Indus Basin program, the special program 

or tropical Africa, decreased requirements for defense support, the 
greater contribution of other industrialized free nations, and the 
Inter-American Bank. 

I shall discuss several of these subjects in my presentation this 
morning. 

The fiscal year 1961 program contemplates continued building and 
strengthening of the defensive shield along the Sino-Soviet arc. New 
emphasis is given to selecting and developing free world economic 
strong points. 

It is our contention that the simple concept of increased concentra- 
tion of major U.S. financial resources in selected countries will net 
more value for free world economic strength than spreading our aid 
and assistance on a less catalytic scale among all countries benefiting 
from our economic programs. 

President Eisenhower’s program, as it has been set before you, takes 
a significant step in this regard. 

Thus, as you are aware, our program this year highlights India, 
Pakistan, and Taiwan as principal examples of countries wherein it 
is clearly in our national interest, as well as in the national interest 
of these countries, to concentrate development assistance. 

























SOUTH ASIA 







Major capital assistance to south Asia will be provided through the 
Development Loan Fund, which will be described at a later session 
by Mr. Brand. However, I do think it is appropriate for me to say 
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that the program of ICA can be properly judged only in relation to 
the other parts of the mutual security program and related programs, 
such as those under Public Law 480. 

I am convinced that the India capital resources program, appropri- 
ately the responsibility of the Development Loan Fund, forms an 
integral and essential part of our total response to the problems of 
economic development. 

We have our largest technical cooperation program in India. To 
carry out our heavy responsibilities in India and to help assure full 
integration of all U.S. economic activities in the country regardless 
of the Washington agency which backstops them, we have established 
a new position there, that of Economic Minister. Mr. C. Tyler Wood, 
whom many of you know and who is one of our most experienced and 
senior officials, is the incumbent of this position. 

In Pakistan, our response to the requirement for a heavy flow of re- 
sources will be made through the provision of defense support to 
finance imports of commodities and a Public Law 480 program of 
agricultural surpluses, as well as DLF lending. 


PROGRAM FOR REPUBLIC OF CHINA 


Turning now to Taiwan, I would like to quote briefly from Presi- 
dent Eisenhower’s mutual security message : 

The vigorous and skilled population on Taiwan, the record of growth in invest- 
ment and output, the very real potential for acceleration, offer a prospect for a 
convincing demonstration that under free institutions a pace and degree of 
achievement can eventually be obtained in excess of that resulting under totali- 
tarianism. For this purpose, we envisage the full employment of both grant 
and loan assistance to hasten the day of ultimate viability and self-sustaining 
growth. 

Last year during your hearings Leonard J. Saccio, then Acting ICA 
Director, highlighted the extremely encouraging and widely unrecog- 
nized accomplishments made on Taiwan in the last 8 years. Indus- 
trial production has more than doubled; the number of private entre- 
preneurs has mushroomed; there are now some 20,000 manufacturers 
producing goods ranging from small household items to heavy capital 
equipment. Agriculture has also expanded and diversified ; yields per 
acre are now among the world’s highest. The progress of the Repub- 
lic of China leads us to believe that. an accelerated effort may enable 
the island to reach the goal—full, economic self-support. 

The Government of Free China has prepared a plan for acceleration 
of economic growth which has been transmitted to U.S. representatives 
for consideration. The plan includes many significant Chinese actions 
such as tax reforms, noninflationary fiscal and monetary policy, more 
liberal foreign exchange controls, and transfer of public-owned indus- 
tries to private hands. Taken as a whole, the many proposed activities 
should stimulate the private sector and induce an increased level of 
domestic investment. 

It is proposed that the mutual security program, through an appro- 
priate combination of grants and loans, assist in meeting the foreign 
exchange costs of this addition of investment. The achievement of 
rapid growth largely through the vigor of the private sector will have 
an impact of great significance .in the Far East. 
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WHY CONCENTRATION OF ASSISTANCE 


Some persons may well ask, as I am sure a number of our stanch 
allies in the underdeveloped areas will ask, “Why are we suggesting an 
intense concentration of assistance for economic growth in Taiwan and 
south Asia but not in all the other areas?” 

It is my belief that the answer to this question belongs in my public 
statement and should not be reserved for executive sessions; it should 
and will be unclassified. The reasoning will not come as any surprise 
to this committee as much of the underlying rationale was articulately 
expressed in your report of nearly 1 year ago. 


THE ANSWER IS ESSENTIALLY TWOFOLD 


First, that economic development cannot occur as a product of ex- 
ternal assistance alone. Real development, which yields its broad 
range of benefits to the general population will always be, in the main, 
a product of the work and devotion of the people concerned and can- 
not be given, or lent, or forced by an outside nation. 

As President Eisenhower said in his state of the Union message: 

All of us must realize, of course, that development in freedom by the newly 
emerging nations is no mere matter of obtaining outside financial assistance. An 
indispensable element in this process is a strong and continuing determination 
on the part of these nations to exercise the national discipline necessary for any 
sustained development period. These qualities of determination are particularly 
essential because of the fact that the process of improvement will necessarily be 
gradual and laborious rather than revolutionary. Moreover, everyone should be 
aware that the development process is no short-term phenomenon. Many years 
are required for even the most favorably situated countries. 

The provision of technical or capital assistance cannot induce 
dynamic progress unless the people themselves are prepared to make 
the difficult economic and political decisions required in the allocation 
and administration of their own resources. 

Foreign aid may be an indispensable part of the total but, increasing 
the amount of foreign aid in no sense substitutes for the necessary 
ingredient of full determined, disciplined self-help. 

The second part of the answer is that more than self-help and deter- 
mination are required. ‘There must be an economic, institutional, 
and human resources base upon which rapid economic growth can be 
built. 

However, when these two conditions are met, namely, full deter- 
mination and disciplined self-help, plus an economic institutional and 
human base capable of accelerated growth, then the United States 
stands prepared to utilize a variety of tools and techniques in increased 
measure to help accelerate economic advancement. 

There must be, however, a ei made by the United States 
involving selectivity in choosing when and where to concentrate assist- 
ance. This Government does not believe that properly guiding its 
actions on such judgments constitutes interference in the internal af- 
fairs of others. The selection process does require that the United 
States make certain qualitative judgments as to the chances of success 
for economic growth unless the recipient deals realistically with such 
things as the tax policy, trade policy, and investment policy. 
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I wish to underscore my earlier statement that the heart of devel- 
opment, must come from within. The United States is frequently 
criticized for giving too much assistance and also frequently criticized 
for not giving enough. 

These latter critics—both within the United States and abroad— 
may not fully appreciate the role of external assistance as we see it. 
The essential point is that the assistance policies of this Government 
must and do proceed with the recognition that our acts can stimulate 
and can help, but cannot substitute for effective self-help. This point 
has its corollary; that other nations must—and many do—recognize 
that it is in their national interest to plan and carry the major portion 
of their own programs for economic independence. 

There is a discernible response by many nations to the questions of 
their future growth. We find a heightened and constructive atten- 
tion to such questions as investment policy, encouragement of private 
enterprise, and tax and fiscal policies. This encouraging response 
is the product of many forces—a recognition of unfavorable relative 
rates of growth as compared to others, including potential aggressors; 
the uncertainties of external assistance, as well as out of their own 
trial-and-error efforts at development. 

I said that the answer to why we should concentrate assistance is 
essentially twofold, but there is a third reason, a kind of dividend 
reason. 

I like to call this reason the reverse-domino effect. You all know 
the danger of chain reaction in Communist aggression which has 
often been called the domino effect—one small free country is invaded 
or subverted by the Communists and the drive of the Communists in 
knocking down this first country might serve to knock down a series 
of neighboring small countries like dominoes. 

The reverse-domino effect comes with the ability of these islands 
of development, once they have picked up the drive toward self- 
sustaining growth, to give assistance and inspiration in their turn 
to other underdeveloped countries which are further behind in the 
growth process. 

We are now witnessing a major reverse-domino effect in the form 
of increasing efforts by Western Europe to assist the development of 
Asian and African countries. We are also witnessing it, on a smaller 
but still impressive scale, in the case of Israel, a small, medium- 
developed country, sending technicians to assist in Ghana, Nigeria, 
Burma, and other countries. We see the reverse-domino effect also in 
Indian aid to Nepal, situated precariously within arm’s grasp of 
Red China, and we see it as Taiwan and the Philippines are extending 
technical assistance to free Vietnam. These examples will be multi- 
plied in the years to come. 

There is also another significant effect which will come with success. 
I believe that free peoples everywhere will prefer to continue free 
even if freedom means that economic progress to the stage of self- 
sustaining growth takes two generations compared to the one genera- 
tion which may be possible under totalitarian rule. But they will have 
to know that progress under freedom is possible for underdeveloped 
countries. We propose to help supply the evidence. 

Finally, I wish to make clear, as did your committee in its discussion 
of this concept in the report last year, that we do not mean in any 
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way to suggest that those governments whose countries are not yet in a 
position to qualify for intensive development assistance should be cut 
off from assistance required by their special circumstances or from 
specific assistance to help establish an economic, institutional, and 
human base capable of accelerated growth. Such assistance will con- 
tinue to be required. The main point of the proposal is its recognition 
that increased concentration of development assistance on countries 
ready and willing for dynamic growth will pay the greatest dividends. 






















SPECIAL PROGRAM FOR TROPICAL AFRICA 





Turning now to a second major feature of foreign assistance plan- 
ning and programing, our proposal for assistance to Africa I believe 
represents a new step in the right direction in the coming year, 

Other representatives of the executive branch are presenting to you a 
picture of the swift and unexpected rate of saliticel cireciicn in Africa, 
The African Continent is entering into a new relationship with other 
parts of the world. Developments in Africa require a reorientation 
of European-African relationships and a new and direct partnership 
between the United States and Africa. 

During the past year there have been a considerable number of 
visits of African leaders to the United States. Some of you have 
talked with these leaders, as we have. They have emphasized their 
desire for our moral support and our understanding. They have 
stressed their needs for technical assistance and especially their needs 
for help in the fields of education and training. Most of them hope 
for mat expect continuing strong support from the European powers. 

But they desire also to broaden their economic relationships. particu- 
larly by securing the support and assistance of the United Nations 
and of the United States. 

Our Government will continue to encourage the other Western 
Powers, particularly the European powers, to continue to help carry 
the burden of providing financial assistance to Africa. We are mak- 
ing a particular effort also to encourage private investment in Africa 
and to seek ways in which the resources of lending agencies can be 
used to meet capital requirements. 

We are convinced, however, that it is in the U.S. interest 
also to increase direct assistance to Africa. We are proposing, there- 
fore, an increase in our technical cooperation program in Africa, and 
in addition we are requesting a sum of $20 million to finance the first 
year of an education and training program. 

There is an extraordinary need on the African Continent to build 
and to strengthen human and institutional resources as a precon<ition 
of rapid economic growth. It seems clearly appropriate for us to 
apply increased emphasis toward helping to meet this need, so that the 
Africans will increase their abilities to do things for themselves, and 
will be able to utilize more effectively other forms of economic develop- 
ment assistance. 

From the oftcited literacy and education statistics on Africa, you 
are all aware of the tremendous magnitude of the problem. It is a 
problem of which African leaders are well aware, and one which they 
themselves must solve. We recognize that to spread our limited 


resources over the entire spectrum of African education would be 
futile. 
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We propose, therefore, to offer our assistance at critical points where 
we believe the benefits will be greatest. You will note from the mate- 
rial that will be provided you that we hope to be able to strengthen 
African institutions, which in turn, can serve as more effective centers 
of planning and leadership in the education and training fields. 

We propose to concentrate on basic improvements in approaches to 
education and training—improvements which will be responsive to 
Africa’s development needs and aspirations and which have a maxi- 
mum demonstrational and multiplier effect. Hence, we plan to chan- 
nel much of our efforts into assisting the African leaders with basic 
educational planning and program development, teacher training, lan- 
guage training, the development and production of training aids and 
teaching materials, vocational and agricultural training programs, and 
related fields. 

In planning our program for tropical Africa, we have been assisted 
by the recent ICA-financed study, “Recommendations for Strengthen- 
ing Science and Technology in Selected Areas of Africa South of the 
Sahara,” prepared by the National Academy of Sciences, National 
Research Sucked. Dr. J. George Harrar, vice president of the Rocke- 
feller Foundation, served as executive director of the study with a 
variety of United States and other country scientific consultants 
assisting. 

In conjunction with the special emphasis on education and train- 
ing, we pores that a portion of the $20 million program be used for 
activities which will encourage the African nations to work together 
on common problems of economic and technological development. 
Current political developments, as you are well aware, are tending 
toward a fragmentation of the continent into many separate units. 

The common bonds once provided by the European metropoles are 
fast disappearing with little to replace them. The African leaders 
themselves are concerned with this development and are seeking ways 
in which to establish closer ties between their countries. Both the 
political desirability of closer cooperation and the economic efficiency 
of bringing together their available resources and talents are sound 
arguments for the encouragement of regional cooperation. 

We plan to assist in this area through support to multicountr 
planning, conferences, workshops, and other related activities waidh 
you will be able to explore further when we discuss Africa specifically. 


JUSTIFICATION OF MAGNITUDES OF ASSISTANCE 


It is customary that I should dwell on these categories—this relates 
to the magnitudes of assistance and purposes—and explain to you 
the figures in the President’s budget as we are appearing before your 
committee to request authorization by broad category for particular 
purposes. 

And, of course, this is appropriate, although the President’s budget 
message delivered in January, his recent mutual security message and 
the addresses of Secretary Herter and Under Secretary Dillon before 
this committee have set before you by category the amounts required 
and the purposes for which they will be used. 

_ Those who follow in the presentation to your committee will discuss 
in some detail these programs, explaining why the amounts requested 
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are the amounts required for the accomplishment of U.S. objectives 
in the coming fiscal year. 

I would mn add that you will soon have before you comprehensive 
congressional presentation books which my staff, as well as other 
parts of the Department of State, the Department of Defense and 
the Development Loan Fund, have been preparing for the last 2 
months and which represent the final product of 12 months of effort. 
In these books we have tried to provide fully reasoned, considered 
statements justifying in detail the funds requested. 

As Director of ICA and as one who has spent his adult life largely 
in the foreign service of the United States, I wish to add some com- 
ments on our defense support, special assistance and technical co- 
operation programs which I believe are appropriate and which I hope 
may be useful. 

I wish to state that the amounts requested of the Congress are 
minimum amounts for an effective program. We are requesting less 
funds in defense support for fiscal 1961 than are at present pro- 
gramed for fiscal 1960; more for special assistance and more for tech- 
nical cooperation than is available for the present year. 





DEFENSE SUPPORT AND SPECIAL ASSISTANCE 































Also relevant is the fact that the Congress enacted last year section 
503(c) of the Mutual Security Act which called for the executive 
branch to present plans by country for reduction and elimination, 
where possible, of grant economic assistance in the categories of de- 
fense support and special assistance. 

Your committee, I am sure, will discuss these plans in detail. 
ever, at this point I would like to make a general observation. 

It appears to me that the manner in which our programs are pre- 
sented to you and the way they are administered may well lead to the 
notion that our total defense support and special assistance programs 
are a summation of our responses to individual country situations. 

It may appear that with some work and good luck, these individual 
situations can be remedied and then the United States can get out of 
the economic assistance business. 

In part, of course, this is a true representation of the picture, but 
only in part. It might be more correct to add that defense support 
and special assistance magnitudes are a function of the general state 
of international political and military relationships. 

In the long run the level of appropriations required will depend in 
large part on events beyond the control of either the United States or 
our friends and allies. Defense support and special assistance pro- 
grams over the next several years may possibly go down significantly, 
or they may rise. 

To illustrate my point, there are a number of indications that Com- 
munist China, a decade from now, will have grown economically to 
the point where its external power potential may exceed that of Rus- 
sia at the beginning of World War oT. 

We all recall the sel universal belief in 1940 that the Japanese 
were a determined people with a low standard of living who had 
made some remarkable advances. But few people thought the Japa- 
nese strong enough to challenge the United States in mortal combat 


How- 
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for a period of years. Likewise, we should recall that the relatively 
“underdeveloped” Soviet Union of the early 1940’s was thought by 
many to be incapable of maintaining a massive and effective war effort. 

If Communist China continues its rapid economic growth over the 
next decade, a real possibility, there will be an important power shift 
in the Far East and southeast Asia. The free world response to this 
power will, of course, depend upon the attitudes of Communist China 
in the conduct of its international relations. But we must not be 
caught by an economic or political Pearl Harbor. 

When I speak of a Pearl Harbor, I have especially in mind a politi- 
cal, economic and social offensive by the Chinese which might under- 
mine or overwhelm the countries along the are of free Asia from 
Afghanistan to Korea. Grant economic assistance in present or modi- 
fied amounts and kinds will play an important role along the periph- 
ery of Communist China, stretching from the Near East and southeast 
Asia to the Far East. 

These countries must develop greater internal economic strength. 
It is in our own self-interest that these countries move forward as 
rapidly as feasible. In this forward movement we must devote in- 
creasing attention to helping the participating countries improve 
their plans and institutions for the encouragement of private enter- 
prise among their own people and for attracting private external 
capital from the capital exporting nations. 

The goal of increased investment cannot be achieved solely by in- 
creasing the flow of capital from government to government. This 
cannot provide sufficient capital for the economic growth needs of the 
devolping countries. 


Equally important, it cannot carry with it the full range of skills 
and practical operating experience required for the success of in- 
dustrial and commercial investments. 


Furthermore, unless there is an eae balance between the 


input of public and private capital, there is little hope of building 
or preserving the kind of economic society conducive to the protection 
of individual liberty and democratic concepts. 

Our program will therefore be directed in the coming year to the 
improvement, wherever possible, of the overall climate for increased 
private participation in the process of economic er to building 
or strengthening institutions dedicated to the advancement of this 
process, and to the creation of adequate facilities for the provision of 
capital to potential entrepreneurs. c 

Likewise, grant economic assistance must necessarily be a part of 
our program in Africa. This year we are instituting our new pro- 
gram at a level of $20 million. In reference to this program President 
Eisenhower said in his mutual security message: 

It is my belief that this initial effort must grow significantly in the immediate 
years ahead and complement similar efforts on the part of other free world 
nations so that the capacity of the new and other developing nations in Africa 
to manage and direct their development can be strengthened and increased 
rapidly and effectively. ‘ 

We do not want, nor is it possible, to turn our back on this continent 
4 times the size of the United States, with more than 200 million 
people. I believe this committee will agree with me that the degree of 
our involvement in the African Continent can be expected to increase 
rather than decrease. 
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I believe you will further agree with me that we are facing a situa- 
tion in Africa wherein grant assistance rather than loan assistance 
will continue to be a necessary tool in our response to many of the 
African needs such as education and training. 

In summary, as you look at our detailed plans for the elimination or 
reduction of individual country programs of grant economic assistance 
in the forms of defense support and speciai assistance, I believe it 
would be most advisable to keep in mind that the categories of aid 
are among the ao tools of U.S. foreign policy and that the use 
of them must be responsive to total world military, political, and 
economic developments. 

















TECHNICAL COOPERATION 





















Despite the notable successes of the technical cooperation program, 
we must not automatically conclude or assume that the programs, 
methods, devices of the past two decades are necessarily the best ones 
in helping today’s underdeveloped countries achieve their national as- 
pirations and adequate rates of economic and social progress. 

In the past this committee has been instrumental in expanding and 
strengthening the technical cooperation program. Therefore, it is 
with pleasure that I report today that we are initiating a serious study 
of this program looking toward recommendations as to how it can be 
made an increasingly eifective instrument in the decade ahead. We 
are establishing a technical assistance study group for this purpose. 
We are seeking the best man we can find to head this group. We will 
provide him with such outside consultants and special staff support 
as he feels are necessary for a thorough study. Preliminary staff 
work has already begun. 

We need to know better the types of activities which give greatest 
promise of success. We must be ready to accept new ideas and to 
experiment with new devices if we are to achieve maximum results. 
For example, we need to know more about the potentialities and value 
of what is often referred to as community development. 

Community development is variously described as a concept, a pro- 
fession, a technique. In essence, however, it represents one approach 
to problems of village level development, and in a number of the 
countries in which it is now being employed, gives great promise of 
being a successful approach. 

In the Philippines it has taken the following form: 23 million peo- 

le live in over 20,000 small rural communities. The late President 
Magsaysay believed that these communities should be organized to 
obtain greater local participation in community affairs if democracy 
were to continue to progress. 

A series of reforms were initiated after the last war. A new law 
became effective at the beginning of this year in which these rural 
communities were given quasi-municipal authority, including author- 
ity to levy taxes for locally initiated community improvement projects. 
The right to vote was extended to women and single men. ese 
represent changes of great significance for the Philippines, the impor- 
tance of which may not be recognized by many of us in the United 
States where the concept of loca] democracy and local taxation is taken 
for granted even though this concept has been a major factor in our 
















210 MUTUAL SECURITY ACT OF 1960 


political and economic progress. The ICA has given substantial sup- 
port to this program for the past several years through allocation of 
appreciable sums of U.S.-owned local currency and by providing 
technical advisers. 

We have been informed that the results of this cooperative effort 
are impressive. Over 20,000 community development workers have 
been trained. Projects are underway in each barrio. Funds are 
being used as a primary stimulant for initiation of more than 8,000 
aided self-help community projects and 250 miles of barrio self-help 
roads each year. 

From April 1956 to June 30, 1959, some 21,000 self-help projects 
were initiated. About 75 percent of them have now been completed. 
These projects include such things as community centers, footbridges, 
pure water supply systems, roads, and health centers. This is a pro- 
gram which touches a great percentage of the people of the rural 
Philippines in a very real and personal way. 

Without prejudging the applicability of community development to 
each and every bilateral program, we can honestly say that had we 
waited for community development to have been fully accepted, pro- 
fessionally, the notable success of the Philippine effort might have 
been appreciably delayed. 

Nor can we be satisfied with our acomplishments, nor with a re- 
examination of our past experiences to discover the way for future 
activity, nor with the addition of relatively new programs and devices 
such as community development. We must in ICA continuously 
raise our standards of what constitutes an acceptable level of perform- 
ance from our personnel. 

One example of our efforts in this field, which was initiated out of 
the special authorization of $8 million made available by this commit- 
tee for fiscal year 1959, is the ICA contract with Boston University to 
provide a source and field survey on African studies, preparatory to 
the assignments of personnel to the new and expanding programs in 
Africa. There currently are 20 ICA personnel in the first course. A 
second course will begin this coming July. 

In conclusion, I believe our program is responsive to the guidance 
received from this Congress. I believe our program responds to the 
restatement of policy which was explained in your committee report 
last year as follows: 

* * * our first major purpose is to encourage free peoples to stand on their 
own feet, to make their own choices, to defend themselves against aggression, and 
to create economic and political conditions under which the principles of liberty 
and human dignity can take root, grow, and ultimately flourish. * * * Our 
global objectives remains what it has always been; a world of freedom, justice, 
and peace in which all men may have the opportunity to develop freely and 
independently within the framework of their own cultures, religions, and national 
capabilities. Only in such a world can the United States develop freely and 
fully its own culture and national aspirations. 

Thank you, Mr. Chairman. 

Chairman Morean. Thank you, Mr. Riddleberger. 

Mr. Riddleberger, this is your first appearance before this commit- 
tee. We operate under the 5-minute rule. Each member will have 5 
minutes to ask questions. 

Mr. Riddleberger, I have listened to the cloakroom chatter down on 
the floor and the discussion there. -Members of this committee will 
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have to be prepared to discuss the McClellan committee report on 
Bolivia during floor debate on the bill. One of the main points made 
by the report is that senior ICA officials never find out about admin- 
istrative deficiencies and never do anything about them if they do find 
out. 

What do you think about the recommendations of the McClellan 
committee report ? 

Mr. Ripptesercer. Mr. Chairman, one of the first duties I had when 
I returned to this country last summer was to give the most careful 
attention to the Bolivian report. 

My recollection, which I think is buttressed by the information I 
later received in ICA, was to the effect that most of the deficiencies 
were discovered by our own officials before they were brought out, 
shall I say, by other agencies. 

In making this statement, I should like also to say that in many 
respects the Bolivian operation was undertaken in conditions of great 
difficulty. Looking back over it, I doubt very much if I personally 
would have approved some of the actions that were taken. However, 
when I consider the framework in which it was done, it seems to me 
that it does cast a somewhat different light upon the Bolivian situ- 
ation. I believe that ICA was slow in arranging for the proper staff. 
Bolivia is a country where there are presented certain physical diffi- 
culties as we all know. When these matters were brought to the at- 
— of the officials, I think a determined effort was made to correct 
them. 

On the other hand, it. is equally apparent that large amounts of ma- 
terial were channeled into Bolivia to meet an almost desperate eco- 
nomic situation. In that case, I suspect that perhaps all the pro- 
cedures that we cherish today were not. followed in their entirety. 

Chairman Morean. Mr. Riddleberger, we can say that you have 
paid a good deal of attention to the McClellan report. 

Mr. Rippiesercer. I opened up with the Bolivian situation, Mr. 
Chairman. 

Chairman Morgan. Do you think the report is accurate or does it 
misrepresent or exaggerate the situation? It is a pretty strong 
report. 

r. Riptesercer. It is a strong report, Mr. Chairman. I took it 
home the other night so that I could consider it without any inter- 
ruptions. Certain segments of it appear to me to be factually cor- 
rect. There is no doubt, for example, there was congestion in the 
Chilean ports. I am the first to admit that material in Chilean ports 
does no good to Bolivians. On the other hand, apparently because of 
the drought conditions that year there was a congestion that was 
somewhat unexpected, and the capacity was not sufficient to deal with 
all of this. : 

Chairman Moraan. Mr. Riddleberger, has anything been done by 
ICA to revise its procedures to prevent such happenings in the future 
of countries like Bolivia? 

Mr. Ripptesercer. Yes, sir; in general, because the programing 
penaes we think now has been refined to a point where it would be 

ighly unlikely such as that that existed in Bolivia—I gather this 
goes back some years—is likely to arise. 

We do face emergencies, as you know. In those cases we try to 
move with great, celerity. 
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Chairman Morean. If ICA would face another emergency under 
conditions similar to those they face in Bolivia, do you think your 
agency would be prepared to go in and do a better job than you did 
in Bolivia under the same conditions ? 

Mr. Rippiesercer. I think we are better prepared. South America 
was not an area in which we operated large grant programs. Our 
experience there and background have been somewhat different. Per- 
sonally, I feel today that we are prepared to avoid any repetition of 
the Bolivian experience. 

Chairman Morcan. This recommendation on the final page of the 
McClellan report: 


ICA headquarters should acquaint various former administrative personnel 
with various errors committed by them or under their supervision while assigned 
in the original country. This should not be a disciplinary measure, but a con- 
structive step taken to avoid recurrence of similar situations in other programs. 

Do you think if you have an emergency that you wouldn’t make the 
same mistakes that you made in Bolivia? 

Mr. Riwptesercer. I summoned the chief of the mission when I got 
back last year. We had a serious conference indeed. I am persuaded 
that he is a responsible and an able official. I doubt very much if any- 
thing of that character will arise again in Bolivia. I feel that inter- 
nally we have also strengthened our organization sufficiently to pre- 
vent the repetition of such a situation. 

Chairman Morean. Thank you, Mr. Riddleberger. 

Mrs. Bolton. 

Mrs. Borron. It is good to see you out and around and with us 
again, Mr. Riddleberger. 

Mr. Ripptezercer. May I express my gratitude to the committee for 
making a switch for a few days. 

Mrs. Bourton. I wanted to ask a few questions about a number of 
things, if I can get them into my 5 minutes. 

In dealing with new countries, and particularly in Africa, which is 
my bailiwick, what do you do in the matter of easement of some of 
the matters that confuse the people of the new countries? They don’t 
understand contracts; they are suspicious of signing papers. It all 
confuses them and troubles them. Indeed it rather irritates them. 

Russia, knowing that, comes into Guinea and paints their houses 
and paves their streets and does all those very visible things without 
any signatures at all. It does make for confusion in the minds of 
those people. 

The emerging countries are watching, they are watching the differ- 
ent methods of procedure in the United States and the Western 
World and certainly in Russia, and now in China. They want to do 
as much as they can at once to achieve this advance and they are 
watching critically to see which method seems the most. productive. 

Mr. Rrmvtesercer. Mrs. Bolton, I think you have underlined one of 
the most difficult dilemmas that faces us in ICA today, and that is 
what I might describe as the conflict between our responsibility for 
public funds and—well, I may even say ignorance on the part of many 
of the developing countries of what has been done in a government 
such as ours. | | 

Mrs. Botton. If I may interrupt you, isn’t our ignorance a factor 
and isn’t it very important that we should learn fast what these things 
are that confuse them so? “t 
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Are you hampered by some of the actions taken by the Congress, 
the insistence on this and that and the other? 

Mr. Ripptesercer. We are hampered, Mrs. Bolton, in the matter 
of speed, I would say. Whether or not we shall be hampered over 
the long run may be a different matter. 

Mrs. Bouton. If you mean 10 years, but if you mean 100 years, you 
probably wouldn’t be hampered because that would involve the edu- 
cation and development of the peoples of these different countries. 
There isn’t time for that. 

Have you any machinery by which you can ease up on these things 
or do you have to in your consideration for your responsibility of 
funds to the Congress—are you really hampered? If so, I hope you 
will tell us. 

Mr. Rippiesercer. We have certain hampering effects, Mrs. Bolton, 
without a doubt, although I admit that the legislation does provide 
for certain flexibility through the waiver procedure and that sort of 
thing. 

Hee, I must say in all frankness that in view of the close ques- 
tioning to which we are subjected in Congress on the implementation 
of our programs, naturally we take account of that and try to devise 
a system that is as ironclad as possible for the protection of the public 
money. 

That, unfortunately, does have a certain hampering effect. So we 
have to drive our chariot, so to speak, between these prejudices, I will 

ut it that way, on the part of the newly emerging countries and what 
is regarded by the Congress as a necessary control. 

Mrs. Botton. There might be prejudices here, too. 


Mr. Ripptesercer. They are countries emerging from a colonial—— 

Mrs. Botton. I think it might also be applied to the United States. 
Our prejudices are for these very cut and dried things. If we are 
to get on in the world with the rest of the world, it seems to me there 
may be a usefulness in our coming quickly to a broader viewpoint. 

We can’t a what shall I say, the Cameroons or any of these 


people as we could Spain and France or any of the Western countries, 
and yet the same rules seem to apply. 

Mr. Rippiesercer. I believe that the rules which were established 
in the early days of the Marshall plan still have great validity in our 
present operations. Those rules were applied to highly developed 
countries with perhaps accounting systems equal to our own. Shall I 
say they were more readily comprehended than is the case of some of 
the new countries? 

On the other hand, I recognize that such provisions of the law, such 
as section 517, are designed to make certain that the feasibility of 
certain a is fully justified before we launch upon them. 

Mrs. Bouron. I think that is perfectly true. 

Mr. Rippiesercer. I can understand that very well. 

Mrs. Botron. It is necessary at the same time to find ways by which 
to help us of the Congress and the people of the United States to 
comprehend more fully, more deeply, the psychology of these new 
peoples. We need your help. 

I would hope that you would find ways to express to us where your 
hese come and why you think they do and what ways you can 

d to get out of them if you were a little bit freer in your actions. I 
fear I have used up my time much to my regret ? 
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Chairman Morgan. Mr. Carnahan. 

Mr. Carnauan. Mr. Chairman, I would like to continue just a little 
bit further Mrs. Bolton’s questioning and ask you if in our attempts 
to meet situations throughout the world which must be very much 
different from the problems that faced us under the Marshall plan, 
are we prepared to apply a remedy which the situation really needs 
or do we have to devdlon a remedy which fits the needs which we set 
up to gage the programs ¢ 

Mr. Ripptesercer. It may be that eventually we shall have to ask 
for some changes. 

Personally, I think at the moment we should make the effort to con- 
tinue the safeguards that have been established. If it turns out that 
those safeguards cannot be applied in some of these new countries, 
then some more flexibility may be desirable. 

Mr. Carnanan. Then it is possible that we haven’t gotten the con- 
cept that we must deal with people where they are and as they are and 
as they act instead of dealing with them the way the Congress is going 
to act? 

Mr. Ripptesercer. I think the concept is spreading. It may take 
sometime. For example, this year in connection with the most impor- 
tant Indus waters settlement, we are asking Congress for certain 
changes in the act which to us appear to be essential for the successful 
culmination of this project. I cite that as one example. 

Mr. CarnaHan. Do you have funds available that you can use in a 
wide range of situations? Would it be possible for you to paint houses 
without signing a contract ? 

Mr. Rippiebercer. Well, we tend to rely upon contracts, although 
I can comprehend circumstances whereby under certain flexibilities 
given in the act we could take measures of that sort. 

There are, of course, a number of countries to whom we make—to 
which we make cash grants. I suppose in one sense that represents a 
response to their opinions. For example, we have another flexibility ; 
I think most of you may have heard on the radio or read this morning 
about the disaster in Morocco. As a result of action taken some time 
ago our Officials on the spot are authorized to grant relief up to 
$10,000 without reference to Washington. We have attempted to get 
that kind of flexibility. 

Mr. CarnaHan. You say that— 
in the past this committee has been instrumental in expanding and strengthening 
the technical cooperation program. Therefore, it is with pleasure that I report 
today that we are initiating a serious study of this program looking toward 
recommendations as to how it can be made an increasingly effective instrument 
in the decade ahead. 

I note you use the words “serious study” and you want to make the 
program effective. You are establishing a special assistance study 
group for this purpose. I want to ask just what do you have in mind 
for this technical assistance study group for the purpose of I suppose 
evaluating the effectiveness of the program, and do you mean to 
evaluate the effectivness in terms of how well you can account for the 
planning and the expenditure of each of the dollars or in the effec- 
tiveness as it attempts to remedy the situation that we are working on? 

Mr. Rippiesercer. In the latter sense, as well. 

Mr. CarNaHAN. Just what type or size and where will this group 
be located ? 
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Mr. Rippiesercer. It will be located very likely in the ICA. We 
would like to get a person of considerable reputation from outside the 
Government to undertake the leadership of the group. We shall be 
prepared to provide a number of consultants and all kinds of help 
on It. 

The reason for that is, sir, something of the following: 

One thing that has struck me as we got deeper into the details of 
technical assistance is how often it arises that technical assistance 
leads to certain demonstrations, improvements, and advancements in 
a particular country and then we find out that budgetary considera- 
tions prevent a complete or nationwide fulfillment of the original 
idea. That is one aspect of this problem which I make mention of 
here. 

As you know, the point 4 program has been underway for a number 
of years and it occurred to Mr. Dillon and me that perhaps the time 
had come to take a careful look at it again. We have gotten back 
Mr. Ohly, who I believe is known to this committee, and his capac- 
ities are recognized, to start the initial work on it. 

Mr. Carnanan. Thank you, Mr. Chairman. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Weare glad your indisposition was temporary. 

I would like a little more information about this program for 
India, Pakistan, and Taiwan. You say with respect to Taiwan: 

The record of growth in investment and output, the very real potential for 
acceleration, offer a prospect for a convincing demonstration that under free 
institutions a pace and degree of achievement can eventually be obtained in 
excess of that resulting under totalitarianism. 

I don’t think the record offers just a prospect. A degree of achieve- 
ment in excess of that under totalitarianism has already been attained. 
I don’t want to upset that progress. Sometimes when a good program 
gets going, whether because of or in spite of us, or both, we tend to 
Jump on the bandwagon and pour on more support in a way that can 
upset the progress that is occurring. 

As I understand it, no more money is to go to Taiwan under your 
plans. In fact, there may be a decreased amount of money, but it 
is to go in a different form; is that right? 

Mr. Rippcesercer. The amount of grant assistance requested, Dr. 
Judd, might have been lower had we not embarked upon this concept. 
What you say about the amount of money is generally correct with 
regard to grants. 

Mr. Jupp. I found some of the most trusted people I know in Tai- 
wan thinking that the Government there might be becoming a little 
too dependent upon the United States. I am reluctant to have us 
at this stage of the game, when things are really going better than 
anything else I saw in Asia, to disturb the pattern by saying, in 
effect, “We are going to reward you for what you are doing by taking 
over more of the burden.” The way to reward them is to keep thin 
going as they are. They are doing swell and are properly proud of it. 

I wouldn’t want to make anyone more dependent upon us; it would 
not be beneficial to them. I see the value of your reverse-domino 
analogy that to the extent that a country does well, it will get more. 
But I am not sure that we ought to pursue that too far. Iam merely 
raising a demurrer at that point. 
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You say with respect to that—in India we have our largest tech- 
nical cooperation program. My observation is that either it is one 
of the poorest we have anywhere in the world or else it has been so 
overshadowed by the big capital project developments that the suecess 
of the technical cooperation program is relatively unknown or incon- 
spicuous. I felt in India we are already putting too much emphasis 
in the kind of big project that you seem to propose we should do more 
of, rather than more emphasis on the simple projects. 

Mr. Rippiesercer. It may well be that the large capital projects 
in India have certainly overshadowed in the public mind the other 
endeavors that we have made. However, I believe I referred earlier 
in my remarks to the necessity of attaining a certain balance in these 
sere It occurred to us in the case of India we do have possi- 

ility of making progress, shall [ say, among the people. 

Mr. Jupp. You say the public mind 

Mr. Ripptesercer. Then if I may come back to your Taiwan ob- 
servation, sir, I think we should not overlook the fact that the 
Taiwanese themselves now feel that the moment has arrived when 
another stride forward can be made and proposals which we have 
received emanated from the Government there. 

Mr. Jupp. Maybe that is what my friends were telling me about,. 
that in their hope that the Chinese would develop even more self- 
reliance, I don’t believe we should jeopardize that. So often we get 
a program going and in our effort to hasten it, we actually retard it 
or throw it out of balance. 

Mr. Rippiepercer. I recognize that danger. If the Taiwan Gov- 
ernment is now prepared to take upon its own initiative a number of 
steps that would lead to a greater capital accumulation, to more sav- 
ings, to a better system, shall I say, of certain things—that that kind 
of endeavor justifies a support on our part. 

Mr. Jupp. It certainly does. 

Mr. Ripptesercer. I think that is peculiarly true in the case of 
the so-called Mansfield amendment. 

Mr. Jupp. Particularly true if they themselves recognize that they 
are getting to the point where they can take the next step. 

In India, from the standpoint of the rank and file of the rural peo- 
ple, I am sure that the large projects have overshadowed the smaller 
ones. The thing that is the most unique in Taiwan is the rural pro- 
gram that has been so successful. The thing that disappoints me in 
India after 6 years is that the rural program seems to be the least 
successful. I didn’t see too much to justify the promise I thought it 
held 6 years and 4 years ago. 

Mr. Rrpptesercer. In responding to that point, I think it is fair to 
observe that the political atmosphere on Taiwan, vis-a-vis the United 
States, is somewhat different than it is in India. Therefore, we do 
not have the same backdrop, so to speak, on which we work. 

Mr. Jupp. I recognize that. In India we are under some pressure 
to try to match the Soviet things which are eye catching. I wonder 
if we couldn’t match them better not by competing with them in the 
fields where they are making headway, but in the rural areas where 
I think our position will eventually stand or fall. 

Mr. Bowtes. I do think that probably more has been done in the 
Indian villages although with varying degrees of efficiency than 
anywhere else, 
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Mr. Jupp. Have you been back there and looked at it recently ? 

Mr. Bow zs. I was there 3 years ago and I keep in close contact with 
many of the people there. They are now covering about three-fifths 
of the villages with some form of extension work. 

Mr. Jupp. I was disappointed 

Mr. Bowtes. What part of the country did you visit? It differs 
very widely around the country. 

Mr. Jupp. We didn’t get into areas except right around the capital. 

Mr. Bowtgs. It varies greatly from section to section. The Indian 
Government is now graduating over 5,000 village workers a year. 
They have made a vigorous beginning here on probably as inexpensive 
a rural extension program as you find anywhere, As a matter of 
fact, the Philippine program to which you refer is modeled after the 





Indian program. They also have an enormous malaria program. 
When I first went to India 8 years ago there were 100 million cases a 
year. Now it is down to 10 million or less. 

Mr. Jupp. Have you seen the Ford Foundation reports that say 
that in 6 years there may be a 26-million-ton annual deficit of grain ? 

Mr. Bowtes. Yes; I havethat. _ 

Mr. Jupp. What do you think about that? 

Mr. Bow gs. I think it is on the high side. There are different 
views on it. I think a fertilizer program on a major scale is impor- 
tant to it as well as technical assistance. 

Another point I would like to make is this: I think it is a great 
mistake for us to judge these programs purely on the physical output, 
on the extent to which things grow or develop. Iraq, for instance, 
showed enormous gains technically and mechanically and in every 
material way but the benefits were not shared; the gap between ric 
and poor grew and grew and the situation exploded. 

The way India is going to compete with China will not be solely in 
steel mills or in physical output, but rather in the extent to which the 
hundreds of millions of villagers and city people, too, develop a sense 
of belonging and increasing justice. 

Mr. Jupp. Precisely. That is exactly what I want and say that 
the program is not doing that. At least that is my present impression. 

I think your target is right and I am apprehensive that we are not 
hitting that target in our grandiose things. 

I don’t mean to use that word. 

Mr. Bow tes. I think there is a high expectancy and hope that with 
our assistance and understanding their goals may be achieved. 

Chairman Morgan. The gentleman’s time has expired. 

Mr. Selden. 

Mr. Seipen. Thank you, Mr. Chairman. 

Mr. Riddleberger, we are very happy to have you here this morning. 
Since I have been a member of this committee there have been four 
or five Directors of the ICA who have appeared before the committee. 
It has often occurred to me that such frequent changes of Directors 
of the ICA must be a tremendous disadvantage not only to the direc- 
tors themselves, but also to the entire program. 

I know of your background. I certainly hope that you will con- 
tinue as Director of ICA long enough to make full use of both your 
talents and your wide background in the international field. 

I have one question I want to ask you: Do you anticipate any recom- 
mended changes in the proposed program for Latin America as a 
result of the President’s trip that is presently underway ? 
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Mr. Ripptesercer. In view of the number of other instrumentali- 
ties which are or will be available to Latin America, we in ICA do not 
have in mind at the moment any extensive changes. But, of course, 
I say that in full knowledge of the fact that the Inter-American De- 
velopment Bank is just being set up. 

Of course, there are the others, the World Bank and the Export- 
Import Bank. 

Mr. Sexvpen. Do you think any additional commitments made in 
Latin America by President Eisenhower can be taken care of through 
the Inter-American Bank rather than through direct grants? 

Mr. Ripptesercer. I think that would be our hope for this coming 
fiscal year. I would not be able to answer that question categorically 
until after the trip is over. 

Mr. SELDEN. Thank you, Mr. Chairman. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcn. Thank you, Mr. Chairman. Mr. Riddleberger, it 
is good to have you here. I would say with Mr. Selden that I hope 
that your tenure of office will be long. 

It is almost impossible to place responsibility for mistakes in this 
program or even to give praise where praise is due, because invariably 
one is reminded that the person to whom you attempt to address such, 
was not there at the time of which you were speaking. I hope that 
at long last we may have a continuity of direction of the program un- 
der you, sir. 

I notice that on page 16 of your report, and I quote, you say that 
by— 

benefit of hindsight we can now see where a different emphasis in particular sit- 
uations might have been more effective. 

Am I right in considering that the present presentation this morn- 
ing is based on hindsight of that nature ? 

Mr. Ripptesercer. I hope it is based both, Mrs. Church, on hind- 
sight and some experience. 

Mrs. Cuurcu. I would hope that there would be some foresight, 
also. 

Mr. Ripptenercer. Yes. 

Mrs. Cuurcu. I wonder just how condemnatory that statement 
was of certain errors in the program and how much determination 
there is to correct them. 

Mr. Rippiesercer. I think, Mrs. Church, as we look back over the 
history of this organization which, as you know, started out with 
the Marshall plan under a different set of circumstances, that it is 
safe to say that considerable progress has been made. 

I would not pretend for a moment that everything is perfect. The 
restoration of the economies of Western Europe in my opinion pre- 
sented a very different problem than the one which we are facing 
today and which I think was brought out by Mrs. Bolton’s remarks. 

ICA, I think, in some respects, was not fully equipped by the very 
nature of its experience to deal with the type of project which was 
later thrown into it. Speaking now from experience of less than 
a year, it does seem to me the situation today is somewhat different 
and that we are more adequately staffed. 

Mrs. Cuurcu. Mr. Riddleberger, how much opportunity have you 
had to see this program in operation ? 
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Mr. Rippiesercer. Mrs. Church, I have had now roughly some- 
thing between 7 and 8 months because unfortunately I was out—— 

Mrs. Cuurcu. I meant in the field. 

Mr. Rippiesercer. I am coming to that. I spent roughly 2 years 
with the Marshall plan organization in Paris and, of course, when 
I went to Yugoslavia where we were in our 5th year before we 
departed, I had the practical experience of dealing with an aid pro- 
gram in perhaps one of our most difficult countries, and I had, in 
addition to that, another year in Greece. 

Recently I have been involved in the field, not in Washington, for 
a period of approximately 6 years. 

Mrs. Cuurcu. Mr. Director, I would say that I think one of the 
basic errors in our whole operation has been in assuming that because 
the Marshall plan did succeed, and I think it did succeed, this country 
could take the plan as well as the concept and put it in being in parts 
of the world where, as Mrs. Bolton so ably pointed out, there is no 
basis for thinking that it could work well without substantial change. 

I am going to express the hope that now you will be able to go out— 
I almost wish you could go out incognito—and see what is happening 
in many areas. I would like to throw in, if I may, my own opinion 
on the situation in India. Conditions in India were a great dis- 
appointment to me, as I took occasion to say to Mr. Bowles. Some- 
times I think that I have spoken more praise about the community 
development plan than any other Member of the Congress, since my 
earlier visit to India. I think that plan represents a basic hope; and 
whereas, as Dr. Judd said, we did not have a chance to see too much 
of its operations, eye to eye, the reports that came to us were dis- 
turbing. Very frankly I am still distressed to find so much con- 
tinued emphasis in this year’s presentation on the larger projects. I 
hope that this does not represent a failure to come to grips with the 
basic problem of bringing the program down to the present-day needs 
of the people. 

Mr. Rippiesercer. Mrs. Church, if you will permit me to impinge 
upon your time for a moment, I shall attempt to make observations 
to both what Dr. Judd said and what Mr. Bowles said. 

I do feel that a comparison, let us say, between the success of what 
we might describe as a community development program in Taiwan 
and India is not entirely justified; in the first place, in one country 
we are dealing with a population of roughly 11 million and in the 
other, over 400 million. 

Therefore, I would not anticipate that the rate of progress would 
be equal in the two countries, and given the difference of political out- 
look, I would also assume that progress in India might be slower. 
However, from what I have ascertained, I do believe there has been 
a real effort made in India too. I think Mr. Bowles referred to the 
malaria eradication project which is indeed a very large affair. I 
think I have the figures here somewhere. It is in the magnitude of 
about $12 million a year for India. 

The community development as well is also of that nature. 

I am the first to admit that the impact—that is a word I try to 
avoid—but I think in this case it is probably correct—that the im- 
pact is somewhat different in India as compared to Taiwan. There- 
fore, I would not anticipate that we should have the same success. 
in the same period of time. 
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Mrs. Church, if you will permit me to make one observation, I think 
we should not get discouraged too early. I remember the days very 
well after currency reform in Germany when the deutsche mark was 
quoted at 6 cents on the free market in Basle, and you could get any 
quantity you desired. If we had had the financial acumen to benefit 
from that, we would now be very well off. In other words, progress 
did come. 

In saying that, I am not suggesting for a moment that we can com- 
pare India and Germany. I think that the process of economic de- 
velopment must necessarily go more slowly in a country like India 
than it did in a country like Germany. 

Mrs. Cuurcn. I am not suggesting a subtraction from, but an ad- 
dition to. 

I think that we must get down to the basic problem of food and edu- 
cation in these countries. I hope that some emphasis will be placed 
on this need. I thought that the $20 million for education and train- 
ing in Africa was going to be put along that line. Does that amount 
now include the training program set up through Boston University 
to train more experts and more research ? 

Mr. Rippiesercer. Mrs. Church, I have had the opportunity since 
I have returned to this country, in talking to a number of our own 
mission directors who are at present in Africa, in addition to at least 
a small number of African leaders. Without exception their emphasis 
was upon the necessity of training, education and training. 

In other words, in Africa we start. from a base that 1s so low that 
indeed I think it is impossible to utilize some other types of aid unless 
we are prepared to help create this base. 

Mrs. Cuurcu. I am convinced that that is necessary. 

Mr. Rippiesercer. That may be a good thing. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Mr. Director, I am interested in the matter of per- 
sonnel. And, with my colleagues, am much heartened by your rich 
eareer background. I belong to the group of people, and they are nu- 
merous in my section, who have regarded ICA as in a sense a closed 
corporation. Perhaps, it is a common proneness with governmental 
instrumentalities to work within the framework of their own per- 
sonnel, and to discourage the injection of fresh blood from new and 
possibly most helpful sources, but especially with ICA—many of us 
feel this proneness should be resisted. With your own rich background 
as a career diplomat I feel we can count on your cooperation. I notice 
here that you say, “We are seeking the best man we can find to head 
this group.” This is the technical assistance study group. How are 
you going about finding that best man ? 

Mr. Ripptesercer. I regret to say, Mr. O’Hara, in response to your 
last question, that the several people we have approached were un- 
willing to undertake it. I think their reputations were such that they 
would have inspired the confidence of this committee, as well as the 
public at large. Their commitments were such that they could not 
do it. In this case, we were looking for someone whom we thought 
me the breadth of vision and the depth of perception to make this 
study. 

To respond to your first question, I hope ICA is no closed corpora- 
tion. That is not my impression. I must remind you that unlike 
the Foreign Service, we are still technically a temporary organiza- 
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tion and subjected to a number of difficulties on that account. In ad- 
dition to that, the very character of our recruitment requires that we 
obtain the services of a vast array of talent. 

We do not have the system whereby we can say to young candidates, 
“Take the Foreign Service examination and if you pass it well and 
good,” because we frequently have to seek for talents that are some- 
what unusual. 

Mr. O’Hara. Mr. Director, I do not wish you to read anything into 
my question that I do not intend. The purpose is merely for infor- 
mation. In seeking the best man for this particular position, which 
is important, do suggestions come from people in politics? Where 
do these suggestions of available men come from? 

Mr. Rrpp_esercer. I would say my experience to date emphasizes 
the fact that the suggestions come from all over. 

Z get them from all, what we might call all layers of American 
life. 

Mr. O’Hara. We all have groups of acquaintances and associations. 
Have you written to various groups with which you have no associa- 
tion for suggestions? Groups of manufacturers, groups of labor who 
are specializing in the foreign field; and of other groups? 

Mr. Rippiesercer. We have consulted with a number. This was 
underway when I returned. My understanding was that an amount 
of consultation had taken place first. 

I personally have not written. I have talked to a number of pos- 
sible candidates. 

Mr. O’Hara. Suppose I should suggest someone. I haven’t any 
candidate. I wouldn't know where to look for anybody. But sup- 
pose I should say, “Here is a man I have heard of. I think he is a 
pretty good man.” Would that bar his consideration because some- 
one would say “That comes from Barratt O’Hara; he is a Democrat” ? 

Mr. Ripptesercer. That same type of question was put to me when 
I appeared before the Foreign Relations Committee in connection 
with my appointment to this position and my reply was that we would 
give the most attentive consideration to all recommendations from 
qualified quarters. 

Mr. O’Hara. I have that confidence in you. That is why I asked 
the question. 

Mr. Jupp. I have made three recommendations of extraordinarily 
able men to the ICA and never was able to get consideration of any one 
of the three. Maybe they don’t know I am a Republican; or, if Repub- 
licans are supposed to have any influence, I must be the wrong kind. 

Mr. Farsstetn. You should go into politics. 

Mr. Jupp. Obviously I don’t do it the right way. 

Mr. O’Hara. On page 24 you mention a contract with Boston Uni- 
versity to provide a source and field survey for African studies. I 
am particularly interested in Africa. 

You state that personnel will take this course, preparatory to the 
assignments of personnel to the new and expanding programs in 
Africa. There currently are 20 ICA personnel in the first course. 
Who selected the 20 in that course ? 

Mr. Rroptrpercer. They are selected within ICA. 

Mr. O’Hara. How? 

Mr. Rippiesercer. That depends somewhat upon what the positions 
are, what the experience of the various persons are. 
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STATEMENT OF J. P. GRANT, DEPUTY DIRECTOR FOR PROGRAM 
AND PLANNING, ICA 


Mr. Grant. May I comment on that briefly ? 

We notified all our missions that this course was starting and 
asked for suggestions from mission directors all around the world, 
including individual applications from individuals who read the notice 
among our 5,000 people abroad that might be interested in applying. 

These came back. There were additional suggestions by a panel 
or from the division offices in ICA, Washington. These then all came 
to a panel composed of the interested offices of the ICA, Regional 
Office for Africa, our Personnel Office, our Program and Planning 
Office, and others. 

These were screened through on the basis of the quality of personnel 
and of their availability. Obviously somebody who went to Vietnam 
a year ago might want to go to this course but if he was on an 
essential job out there, he might not be released. 

So that insofar as the personnel in ICA were concerned, who con- 
stitute the bulk of this, there was the widest possible solicitation. 

Mr. O’Hara. Then this would preclude anyone who is not now 
employed by ICA. Yet ICA should be looking out for the best 
talent you can find, both within and without ICA, if we are to have a 
broadening program of effectiveness in Africa. 

In your programs, I take it, all the personnel in Africa would come 
from those who are now within ICA. 

Mr. Grant. Sir, my recollection is that some of the personnel in 
this course were taken in directly from outside, from the applications 
that we had received. 

Obviously, with the kind of problems that Mrs. Bolton was talking 
about, the difficulty of working in Africa, we have tried to place 
emphasis on people that have had considerable prior experience in 
working in the underdeveloped countries so that we can get the most 
effective working in these new-country programs. 

As you may know, we are currently adding to our rolls about 1,500 
people a year to serve overseas. 

Mr. O’Hara. How do you recruit them ? 

Mr. Grant. This question may be most effectively answered when 
our Deputy Director for Management testifies. But I might say that 
it includes advertisements in various professional journals. We send 
people to the major conferences. The American Economics Associa- 
tion. Obviously, we receive many applications that come from people 
who are interested themselves. Others send in nominations of people 
that they know. 

We have consultants scattered around the United States in all the 
principal parts who are asked, when they come across appropriate 
people, to send their names in. It is a diversified system. 

Mr. O’Hara. Chicago is a pretty big town. I do not know of any- 
body who is seeking to tap Chicago for ICA talent by making informa- 
tion available to competent people that here is a program that re- 
quires dedicated people and that the doors are wide open for all 
qualified persons to apply. 

I am not saying this with an unfriendly motivation. I only am 
saying it because I do have confidence in your good intentions, and I 
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do want to acquaint you with the pretty general thinking of my sec- 
tion that ICA in the past has operated as a closed corporation. 

Mr. Rippiesercer. Mr. O’Hara, when I looked over the geograph- 
ical distribution of ICA employees which I did when I returned to 
this country last summer, I was struck by, shall we say, the diversity 
of recruitment. 

Mr. O’Hara. ICA has many dedicated persons, some of whom I am 
happy to number among my warm personal friends. The demands, 
however, are so great upon ICA in a field where there is so little in 
background experience that I trust you will adopt an open-door policy 
in your recruiting of new personnel. 

Chairman Morean. Mr. Adair. 

Mr. Aparr. Mr. Chairman, and Mr. Riddleberger: On page 10, Mr. 
Riddleberger, toward the top, a paragraph there sort of summarizes 
what you said earlier: “However, when these two conditions are met, 
namely, full determination and disciplined self-help,” and you go on 
along that line, spelling out what you mean. Then earlier in your 
statement you referred particularly to three countries: India, Paki- 
stan, and Taiwan. 

I take it, then, that you feel that these three countries meet the 
requirements which you specify in this paragraph ? 

Mr. Ripp.esercer. Yes, Mr. Adair. We feel there has been enough 
progress in those countries to justify this kind of program. 

r. Apatr. Do you feel they preeminently meet those requirements 
more than other countries ? 

Mr. Rippiesercer. No, sir, not more than developed countries, but 
I am speaking of a particular part of the world where we have great 
hopes of economic development. 

r. Aparr. More than other countries—— 

Mr. Ripptesercer. More than, shall I say, underdeveloped countries. 

Mr. Aparr. More than other Asian countries perhaps? 

Mr. Rippiesercer. Yes. 

Mr. Anpartr. Does it follow, then, that in countries which do not 
meet these prerequisites which you have laid down here, our program 
will be to some extent abated or diminished until they are able to meet 
the requirements ? 

Mr. Rivviesercer. I think, Mr. Adair, that in another portion of 
my remarks I likewise responded to that observation by saying that 
perhaps we shall not have full control over what we have to do because 
of the political or even military situation of certain countries, 

Mr. Aparr. Taking—— 

Mr. Ripptesercer. It does not mean it will necessarily be abated. 

Mr. Apatr. Taking those into account, would it be your general 
policy to diminish, we will say, the economic aspects of aid, if that 
is consonant with the political and military situation until the re- 
cipient countries do meet these standards? 

r. Ripptesercer. I doubt if I could say yes categorically, Mr. 
Adair, because I am fully cognizant that there are certain countries 
in southeast Asia where aid will be necessary for their security for 
some time to come, and where I do not see the internal developments 
that make possible the kind of an attempt we should like to see in 
the three countries that you have just cited. 
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Mr. Apar. If, then, a country gets our assistance, whether it meets 
the requirements or not, I am just a little lost to see the full sig- 
nificance of establishing requirements of this sort, Mr. Riddleberger.. 

Mr. Rippiesercer. Where, Mr. Adair, we see a possibility of a real 
economic advancement, I think perhaps that is the best criterion which 
I could apply. In other countries I am not certain the situation is 
ripe, such as | security deletion }. 

fr. Aparr. This is a matter which I think we can pursue further 
with subsequent witnesses. 

But I would like to move on, if I could now, to page 21 of your 
statement, the paragraph beginning, “In summary, as you look at our 
detailed plans for the elimination or reduction of country programs 
of grant economic assistance,” and so forth, could you mention some 
countries in which there are plans for the reduction or elimination of 
such programs? What countries did you have in mind as this was 
prepared ? 

Mr. Rippresercer. Mr. Chairman, I can. I should not like to pre- 
judge anything that Mr. Dillon may say. I understand there is to be 
another session of this committee. But in response to your question,. 
why, it looks to us as if there are possibilities over a short time of 
reducing or terminating defense support or special assistance grant- 
aid programs [security deletion ]. 

I do not imply in saying that that we necessarily anticipate such 
programs would be terminated in the following fiscal year. 

Mr. Aparr. Over what period —— 

Mr. Rippiesercer. 3 to 5 years. 

Mr. Aparr. Would you think, then, that it might be said that those 
would be the only areas, countries in which we could anticipate a 
reduction or cessation of grant economic aid in the next 3 to 5 years? 

Mr. Rippiesercer. They are the ones for which we envisage termi- 
nation. I can apprehend that circumstances might be such in other 
countries that we would also be able toterminate. But it might be for 
different reasons. 

Mr. Avarr. Then we might reason that with other countries it is 
anticipated that the program would extend beyond 3 to 5 years? 

Mr. Rippiesercer. Yes, sir. I think that is correct. I think that 
was brought forth in some testimony by Mr. Dillon last year before 
the committees of Congress. In saying that, we also envisage 1- 
bilities of programs in still other countries that can be eid 

Mr. Avarr. A final question, Mr. Chairman. 

At several places toward the latter part of your statement you 
speak particularly of grant aid. This committee and the Congress 
I think took particular interest in the establishment of the Develop- 
ment Loan Fund. 

I am concerned as I read these references to grant aid here and 


there. Are we to assume from those that there is less disposition to- 


use the Development Loan Furid on the part of ICA ? 

Mr. Ripptesercer. No, Mr. Adair. I would not assume there is 
less disposition. I think the circumstances are in many cases dif- 
ferent. 

After all, the Development Loan Fund does work on a proj- 
ect basis. I might say, incidentally, that we are reducing a num- 
ber of large projects that we have. 
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Mr. Apa. Of large grant-aid projects? 

Mr. Rippiesercer. The DLF generally makes loans for a par- 
ticular and well identified project, while in contrast to that, of course, 
we still grant assistance which is based upon other considerations, in- 
cluding a balance of payments and the military burden. 

I would not say that we are attempting to supplant the Develop- 
ment Loan Fund, not at all. 

Mr, Aparr. The use of the Development Loan Fund in your opin- 
ion has decreased the amount of grant aid that has been required? 

Mr. Ripptesercer. To be specific, and I will try to give you a 
few figures that we were going over just this morning, I think in 
the fiscal year 1957 the ICA was still carrying on, I would describe 
these as large projects, roughly $1 million or over, more than 100. 
That has been reduced now to 24. 

I think that exemplifies in some measure both the point you were 
making and the point I was making. 

Chairman Morean. Mr. Coffin. 

Mr. Corrin. Thank you, Mr. Chairman. 

Mr. Ambassador, I think that fairness requires a statement by some 
of our committee that recognizes substantial improvements in the 
program. We tend to concentrate on little things that may suggest 
questions to us about the efficiency of the program and the procedures, 
but I believe that this program, as your statement summarizes it, 
is a remarkable achievement in being responsive to what people in 
Congress have said for a number of years, and what this committee 
has pes into its report. This is a responsive program, and I think 
we should recognize it. 

Although these things are in your statement, I would like to sum- 
marize them as they have appeared to me because I think they 
should make an impact. This is not just another program. It is 
all the more remarkable that we get this in the last year of a two- 
term President, when ordinarily you might not expect too many 
changes. 

If there are any errors in my summary, let me know. I have listed 
nine points. I think there are probably others. 

But from your statement the first one is a concentration for greater 
impact b on a nation’s readiness for self-help and adequacy of 
institutions. This is illustrated by the program intentions for India, 
Pakistan, Taiwan, and Israel. Maybe there are a couple of other 
countries that are in that concentrated category, an area where we can 
anticipate a certain breakthrough. 

The second improvement is the increased emphasis on institutional 
foundations that you say is the basic approach to Africa, involving 
$20 million. 

The third improvement is that of an increased emphasis on regional 
planning and action, and we can cite your programing in Africa and 
in the Indus Basin project. 

Your fourth improvement is the movement on several fronts. to 
enlist the cooperation of other capital-exporting nations. And India 
is an example, where we see the participation of the Three Wise Men 
who are surveying the Indian problem. The International Develop- 
ment Association will elicit the cooperation of other countries. And 
apart from your statement but nevertheless pertinent is the effort of 
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Mr. Dillon and our Government to participate in the reorganization 
of OEEC, one function of the new organization being the coordina- 
tion of aid efforts. 

The fifth improvement is the emphasis on developing action in a 
private sector, and you have cited Taiwan. 

The sixth is the reappraisal of technical cooperation techniques 
with a close look at the community development approsah and others, 
and your intention to put a topnotch man in charge. This is not 
just, I take it, a whitewash or pro forma study but it is a fairly basic 
inventory of everything you have found to be good, bad, or indifferent. 

Seventh is your use of incentives in stimulating a better framework. 
This, I take it, is happening in the China program. 

Eighth is the reduction in defense support where you feel you can 
reduce it, and the encouraging news that we can perhaps look forward 
to a date in the not too distant future when Taiwan, for example, will 
be self-sustaining. 

And finally, through the money first authorized by this committee, 
the better training of ICA personnel. 

I think these add up to a rather impressive achievement at this 
particular time, of which all of our committees should take note. 

If there are additions to this, I would hope that you would make 
them known tous. Are there any, offhand ? 

Mr. Rippiesercer. Mr, Chairman, the summary that Mr. Coffin 
made strikes me as so good that he has done a lot of my homework 
for me. 

I would not disagree with any of the points, sir, that you have men- 
tioned. It seems to me that on the whole it does cover the waterfront 
in a more than adequate way. I thank you very much for your words 
about our responsiveness of the expression of congressional desires. 

Perhaps one advantage in being laid up last year was that I had a 
chance to read all the congressional reports before I came back to 
work. That, indeed, I found most illuminating. 

Mr. Corrrn. I hope as Congress reviews this program that it will 
take the position that it is not just another program. This is a 
program that has striven to adopt suggestions that have been deemed 
sound. It shows a cooperative attitude. 

Mr. Rippiesercer. Thank you, very much. 

The only addition I would make, Mr. Coffin, and that is a corollary, 
is that I think the success of the World Bank and the State Depart- 
ment working on the Indus water settlement has led to a great re- 
laxation of tension between India and Pakistan, 

Mr. Corrtn. It is a vastly different situation than we faced even 
a. year ago. 

r. RmpLEBerGer. Yes. 

Mr. Corrin. I have two specific inquiries. One is whether you are 
preparing a report under section 413(c), the impact of the program 
on the economy ? 

Mr. Rippiesercer. Yes, I understood we are. 

Mr. Corrtn. The other inquiry is this. At some future point in the 
hearings, at your convenience, would you insert in the record a cur- 
rent appraisal of activity in the textile field; that is, exports, imports, 
impact of the program in relation to the entire picture? 
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Mr. Ripp.esercer. We will be very happy to do that. I recall I 
have answered a number of letters on that subject recently. We 
shall be happy to insert in the record a statement on that. 

Mr. Corrin. Either now or at a later date, perhaps a later date 
would be better when you discuss specific categories, I would like to 
know the impact of substantial cuts in each category. What would 
happen if, for example, we would cut defense support by a substantial 
amount or special assistance. 

In other words, to the extent that it is possible, let us know whether 
or not—perhaps not whether we have a “bare bones” program—but 
what bones we will have to discard if we have to do some cutting. 

Only two other comments. On page 12 you stated that under our 
program it might well be that a self-sustaining economy would be 
possible only in two generations rather than in one generation. 

I am wondering whether we even have to concede this, whether a 
totalitarian regime can be self-supporting, that is, a totalitarian re- 
gime in what is now an underdeveloped country ? 

Russia had a lot to start with back in 1917 in terms of the basic 
industrial complex and some know-how. I am wondering if we even 
need to concede this, that we have to forefeit one generation if we 
want to pay the price for freedom. 

Mr. Rippiesercer. To respond to your first question, I believe I 
mentioned in my prepared remarks that we regard the defense support 
amount as a minimum. [ do not pretend that the world ol col- 
lapse if we did not get the full amount. But I think the effect would 
be a delay in arriving at a defense posture which our military people 
feel isadequate. I think that would be the effect of it. 

On your second point, Mr. Coffin, it is very hard to give a categori- 


,cal opinion on it. Obviously it has been possible in certain countries 


under totalitarian rule to have what you might describe as a forced 
draft development. We saw the effects of that both in Germany un- 
der Hitler and the Soviet Union under Stalin. It was done, however, 
at the expense—— 

Mr. Corrin. There you are talking, particularly of Germany, you 
are talking about a highly industrialized country to begin with. 

Mr. Riwpiesercer. The comparison is not entirely accurate but the 
effect. was something of the same, because in one case Hitler prepared 
for his aggression 1 taking it out of the consumers’ goods, so to 
speak. In the case of the Soviet Union, we saw a forced draft effect 
on heavy industry. 

It has been demonstrated that it. can be done under totalitarian 
conditions, Whether or not with the types of government that we 
want to encourage, it would be advisable to utilize this pressure, I very 
much doubt. In fact, I don’t think we could. 

Mr. Corrrn. I even doubt an economist would say that is a self- 
sustaining economy and, therefore, I wouldn’t want to feel we had to 
admit this. 

Mr. Ripptepercer. I understand. It is only self-sustaining in what 
you might describe as a warlike atmosphere, with a reduction to the 
absolute essentials of living, I would say. 

Mr. Corrtn. Capital goods sustaining. 

Mr. Ripptesercer. Yes. In that sense it could be, I believe, called 
self-sustaining. 
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Chairman Morean. Mr. Curtis. 

Mr. Curtis. If you were asked what the major changes in emphasis 
are this year, I wonder what you would list I would like to sug- 
gest a couple. 

First, I think, would be concentration on particular countries, your 
special program for tropical Africa, your decreased requirements for 
defense support, although your principal argument seems to be that 
we will still need them. 

Mr. Rippiesercer. Yes, we will still need significant defense sup- 
port funds. 

Mr. Curtis. I would list also larger reliance on DLF and other loan 
agencies. That is a summary statement. What I am getting at, if 
someone asks us how this program compares with the past, do you 
think those would perhaps be the principal points to mention ? 

Mr. Ripptesercer. I think, sir, hisy are excellent points to mention. 

Mr. Curtis. Thank you. 

Chairman Morean. Mr. Farbstein. 

Mr. Farsstern. Thank you, Mr. Chairman. 

Mr. Riddleberger, I have always been a protagonist. I have always 
voted for the mutual security law and have always felt it was an ex- 
ceedingly fine program, and I hope to continue doing so. 

As the new head of ICA or new Director, it is your obligation 
to be both aware of policy, and to make policy, isn’t that so, Mr. 
Riddleberger ? 

Mr. Rippiesercer. Sir, I would perhaps make one reservation on 
making policy, because in that respect I think I am subjected to the 
guidance of the Secretary of State and the President. 

Mr. Farssrern. I will accept that, Mr. Riddleberger. 

You know that last year there was an amendment to the Mutual 
Security Appropriations Act and this amendment called on the 
President to oppose religious discrimination of Americans by nations 
receiving U.S. aid. You are aware of that, aren’t you? 

Mr. Rippiesercer. Yes. 

Mr. Farssrern. There are three countries receiving massive aid, I 
understand: Taiwan, India and Pakistan. Is that so? 

Mr. Rippresercer. All of them in one form or another. 

Mr. Farssrern. I understand that about the time that President 
Eisenhower was in Pakistan sometime in December 1959 Pakistan 
informally urged American diplomats to assign no more American 
Jews to the U.S. diplomatic and economic aid missions in that Moslem 
nation. The few Jews already-in Pakistan would be permitted to 
remain for the time being. However, the informal order went out 
“eliminate Jews from Pakistan.” 

Further, I understand that ICA complied with the order to the 
extent that one individual originally assigned to Pakistan is being 
assigned to Nigeria. 

What have you to say about that, Mr. Riddleberger? 

Mr. Rippixesercer. Mr. Chairman, I venture to submit of all the 
persons in this room perhaps I am the one who is most familiar with 
the horrible and the horrendous effects of racial persecution. -I spent 
5 years in Hitlerian Germany, and I would not care to repeat that 
experience. Therefore I think that both from my personal back- 
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ground and from what I saw, I would be the last person to condone 
any sort of discriminations that are of the type that you have described. 

Certainly I am not aware of any policy of any type whatsoever 
that would lead to the result that has been described. 

It is equally true that we do not always have complete control 
over, shall I say, the admittance or the reception of certain persons in 
certain countries. We all know the difficulties even of travel in 
coe regions. But there is no policy of discrimination that I know 
about. 

Mr. Farsste1n. Will you make a categorical statement to the effect 
that the information that I gave you about an individual having 
originally been assigned to Pakistan being reassigned to Nigeria is 
incorrect ? 

Mr. Rippiesercer. Mr. Farbstein, I am sorry to say I could not 
make a categorical statement on this case. I am not aware of it. I 
should like to add to that statement, in supplementing what I said 
before, that of course we do run into a number of what I might 
describe as prejudices respecting the assignment of American 
personnel. 

The United States, as we know, is a country made up of many races. 
There are prejudices in certain parts of the world against persons 
who have names which seem to represent an extraction from a metro- 
pole that they no longer care for. That presents us with a peculiar 
problem. 

(The following additional information has been supplied by Mr. 
Riddleberger for inclusion in the record :) 

(1) The Government of Pakistan has at no time requested that this Govern- 
ment refrain from assigning American Jews to Pakistan. 

(2) After review, it is now possible to make a categorical denial of the 
allegation that a person originally scheduled fur Pakistan was reassigned to 
another country because of the alleged order. The only changed assignment 
between Pakistan and the other country was made for valid reasons which had 
no relation to the allegation. 

Mr. Farestern. You agree, do you not, that there should be no 
prejudices so far as we are concerned and insofar as ICA is concerned ? 

Mr. Ripptesercer. I agree with you. 

Mr. Farestein. Would you say further, though, that so far as you 

ersonally are concerned and insofar as ICA is concerned that if there 
is any situation where prejudice has been discovered to exist insofar 
as race, color, or creed is concerned you will stamp it out and see that 
nothing further along those lines is permitted by ICA ? 

Mr. Termccadeeaet I would certainly agree there should be no racial 
or religious discrimination. That I thoroughly agree with. 

I may not always have the power to force a certain official upon a 
certain country. 

Mr. Farsstern. I can understand some of the limitations that you 
may be suffering under. It should also be remembered that certain 
countries cannot force us to give them aid. 

But the point is that we have a law on the books which calls upon 
the President to so religious discrimination against Americans 
by nations receiving U.S. aid. 

We therefore should not violate the very law that we are acting 
under. That is all I am suggesting. I don’t say that you can force 
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Saudi Arabia to accept a Jew. I don’t know if Pakistan now is 
becoming anti-Semitic, although I understood there are one or two 
Jews still there. This appears to have become a late policy of theirs. 
I think your good offices should be used to see that this law is prop- 
erly carried out. Further, that you do not inquire of someone who 
is to be assigned to a particular area what his race or religion is, be- 
sides which we can always reconsider our aid program to a country 
that practices prejudice, repulsive to the citizens of this country. 

You know, it is the most amazing thing how those things get out. 

Mr. Rippiesercer. One reason I cannot respond more categorically 
to your original observation is because we keep no records based upon 
either racial or religious discrimination. 

Mr. Faresrern. But discreet inquiries are made. If you want me 
to furnish instances, I can do so. 

Mr. Rippiesercer. If I can refer to Pakistan, my recollection is 
that there are several members of the Jewish race who are there and 
one is going back. That seems to be the case in Pakistan. 

As to the termination of aid, of course, if my recollection is cor- 
rect, I believe that is a Presidential power under the act. 

Mr. Farestetn. I appreciate that, but you understand my views and 
my feelings as an American toward other Americans irrespective of 
what the race, creed, or color of an individual may be. 

Mr. Ripptesercer. Perhaps I understand it better than any of you. 

Chairman Morgan. Mr. Bentley. 

Mr. Bentiey. There has been occurring, Mr. Riddleberger, in this 
country some developments over the past several months and even 
years which have caused many of us in Congress real concern and 
the feeling is shared, I think to some extent at least, in the adminis- 
tration, with respect to our international balance of payments picture, 
the possible future stability of our currency, and many other related 
developments. ; : 

I am not one who blames the foreign aid program for the fact that 
we had last year a $4 billion deficit in this international balance of 
payments picture. But, nevertheless, the deficit is there and is, as I 
say, a matter of concern both within the Congress and the adminis- 
tration. Is there anything in the legislation pending before us which 
reflects this attitude of concern? 

Mr. Rippiesercer. Mr. Chairman, I must reflect a moment. I sup- 

pose that in one sense reduced amounts for which we are asking this 
year might have an effect upon the balance of payments situation. 
“ { should further like to add that in respect to what we might call 
the category of economic aid, I believe that as far as ICA is concerned 
about one-half of our procurement is done in the United States. Then 
I should say simultaneously, of course, that we are now most hopeful 
that other countries will likewise help to carry this burden and the 
most recent examples are, of course, the IDA and the Indus water 
settlement, and the Inter-American Bank. Those, I think—those 
citations are likewise pertinent.to your discussion. 

As for the Development Loan Fund procurement policy, I think 
that perhaps can better be explained by Mr. Brand than me, although 
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I am cognizant of the debates on it. So in one sense the answer to 
your question is, “Yes,” because within the legislation there are cer- 
tain elements that will affect, in my opinion, the U.S. balance of pay- 
ments position. 

Mr. Bentiey. When you spoke, as you did initially, Mr. Riddle- 
berger, of the reduction in amounts of economic assistance as having 
an effect upon the balance of payments picture, are you thereby say- 
ing that the economic assistance program itself does have an impact on 
the balance of payments picture? 

Mr. Rippiesercer. Sir, I suppose in the general economic sense any 
assistance program which paola a shipment of goods abroad that 
are given in grant form probably affects the balance of trade picture, 
but not necessarily payments since we pay ourselves for much of it 
and a good deal comes back to us. 

Mr. Brentiey. Would you be able to estimate what portion of the 
$4 billion deficit might have been caused by economic foreign aid 
grants? 

Mr. Rippiesercer. I think that question is not susceptible of any 
easy answer because if we include the military program it is neces- 
sary to recall, of course, that that is in effect equipment which is 
manufactured for the most part in the United States. 

My recollection is that the program for offshore procurement for 
military purposes has practically been terminated. 

Mr. Bentiey. I was confining my remarks—— 

Mr. Rippiesercer. That is equipment that is given to the recipient 
countries. It might be argued that those materials might be put 

Mr. Brentiey. No; Mr. Riddleberger. I wasn’t speaking of any 


military portion of the Same I said economic grants. 


Mr. Rippiesercer. I was responding because I think you said $4 
billion and therefore I felt—— 

Mr. Bentiey. You are primarily concerned with the economic side 
of the program. I just wondered, of the economic grants that we 
have made during the past year, what portion of the $4 billion deficit 
might iustifiably be represented by those grants? 

Mr. Rippiesercer. If we should eliminate the procurement which 
takes place in the United States it would be roughly about one-half of 
the economic aid program. That comparison, I do not pretend is en- 
tirely accurate because, of course, when it comes to technical assist- 
ance and payment of salaries, and so forth, they are Americans and 
they receive the salaries. 

It is a small percentage I would say of the entire deficit. 

Mr. Grant. tke say, sir, this is an extremely difficult thing to 
assess, if you take a 2- or 3-year look of what the impact of this is. 
Even of the amount that is offshore procurement, a good part of the 
offshore procurement, for example, takes place in countries which are 
not building up their reserves. This, in turn, increases their capacity 
to import from us. Roughly one-quarter of our offshore procurement, 
for example, goes directly to underdeveloped countries. These are 
countries in which we are having aid programs currently. So to this 
extent, while it is offshore, it does not adversely affect our balance of 
payments. 
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Secondly, a part of our procurement even in such countries as Eu- 
rope, gets reflected back in increased U.S. exports, thus if you buy, 
let’s say, locomotives in Germany, these may have, as they have in the 
past, a rather large component, say, Westinghouse brakes, that gets 
imported from the United States to become a part of these or they 
may be American subsidiaries in which the profits come back. 

As we spent considerable time merece this, it is clear that the 
impact is a relatively small one of the total $4 billion. 

Mr. Bentiey. Well, gentlemen, I realize this is difficult to assess, 
but I would nevertheless respectfully suggest that you be prepared 
sometime during the course of these hearings to furnish the committee 
with as specific information regarding the impact of the mutual secu- 
rity program on this deficit as it is possible to compile because I think 
I can assure you that the question will certainly be asked when the bill 
comes to the floor. 

I am a little surprised, very frankly, that this question wasn’t antic- 
ipated. Maybe it has been impossible up to now to prepare more 
specific answers than you have given. I would hope we get as specific 
an answer as possible from the Administration on the deficit of the 
international balance of payments as it is possible to compile. I know 
the question will be occurring many times. I would assume that would 
be one of the questions 

Chairman Morean. Mr. Bentley, we have made arrangements for 
Mr. Dillon to come back and testify on this specific subject. 

Mr. Ripptesercer. The question was anticipated, but I don’t know 
that I am the witness to answer it. 

Mr. Grant. We do have coming up the report in response to sec- 
tion 413 of the act which will bear on this. 

Chairman Morean. Mr. Fulton. 

Mr. Futon. Weare glad to have you here and we think you are do- 
ing a good job. You have come to your present responsibility in very 
difficult circumstances with quite a history of policy before you became 
Director of the ICA. I believe that you have taken the leadership of 
ICA strongly in your hands and are making good progress. 

I want to compliment you particularly on page 16 of your statement 
where you say: 

In conjunction with the special emphasis on education and training, we pro- 
pose that a portion of the $20 million program be used for activities which will 


encourage the African nations to work together on common problems of eco- 
nomic and technological development. 


And down further in the statement: 


Both the political desirability of closer cooperation and the economic efficiency 
of bringing together their available resources and talents are sound arguments 
for the encouragement of regional cooperation. 


In Africa, that is— 

We plan to assist in this area through support to multicountry planning, con- 
ferences, workshops, and other related activities which you will be able to ex- 
plore further when we discuss Africa specifically. 

Mrs. Bolton and I, among others on this committee, a long time 
ago introduced bills for the Middle East on such policies that involved 
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regional cooperation and multicountry 
principles on the distribution of the ad 
very good course. 

While I was a U.S. delegate to the United Nations in the 14th General 
Assembly last fall, there had been a cut on the fifth committee of the 
recommendation of the Secretary General of the United Nations in the 
budget of $1,016,000 for the United Nations Economic Commission 
for Africa to $800,000. 

I am glad to advise you that in view of this policy, I had joined 
with the United Arab Republic delegate in sponsoring his resolution 
to increase this amount. by $200,000 to the Secretary General’s original 
recommendation. I believe United States added participation would 
show the African nations we were interested in their working together 
in the countries of Africa and working on an overall African basis. 

I am glad to say the amendment. carried unanimously, much to the 
dismay of one of my U.S. State Department advisers who was sitting 
beside me, who felt it was possibly not the right use of the money. 

There is a problem that I have on the Indus River development and 
rather than ask you that here, I would ask that somebody in the ICA 
or else in the State Department submit a series of answers to questions 
that I had asked yesterday at the hearing on that Indus River 
program. 

I had questioned Mr. N. R. Danielian, representing the International 
Economic Policy Association. My questions were directed mainly 
along the line that this was a new departure of policy from the U.S. 
Development Loan Fund, as well as from the Export-Import Bank 
principles, and also the policies of the International Cooperation Ad- 
ministration under the present and previous Mutual Security Acts. 

I have asked specifically as to metiiod. Likewise, as to whether any 
U.S. foreign policy can be an effective consideration in that kind of a 
situation or whether it is completely excluded by the fact that Indus 
River development will be placed under the International Bank for 
Reconstruction and Development policies. 

What effect would the proposed section 404 have on the newly stated 
“Buy America” policy in respect to, for example, the Development 
Loan Fund? I wonder whether other nations participating might 
mit have such a thing as a buy Britain policy or a buy German 

icy % 

I think that. should be looked into to see that U.S. business, because 
of its distance from India, as well as its high wage rates, is not put at 
a competitive disadvantage that would almost exclude U.S. business 
from the Indus River development program. 

I do believe there has to be a balance so that it does not mean that 
advantage cannot be taken of a lower cost. But I believe there is an 
area where the International Cooperation Administration should look 
to see that U.S. industries, especially in the middle of our country, 
where they would have rail transportation first, and then ocean car- 
riage, are not excluded in competition from the Indus River project 
because it is such a tremendous project. 

I would like to know, too, the method of the contribution as to 
whether the program is going to be an attempt to have all the member 


lanning, with Marshall plan 
I think that is following a 
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nations of the International Bank for Reconstruction and Develop- 
ment contribute on the proportions of their capital contributions or is 
it going to be just a group of three to six nations such as Britain, Ger- 
many, the United States, and possibly France, Italy, and some others? 

If you could set that out a little more in detail, I would like it be- 
cause to me the President’s message was not definite enough. 

I realize he could not give the details, but I think they should be 
supplied to the committee. 

Thank you. Iam glad you came. 

Mr. Ripptesercer. In response to what Mr. Fulton has said, I am 
not certain that I am the best witness on this one. 

Negotiations, as you know, were protracted—— 

Mr. Fuuron. Off the record. 

(Discussion off the record.) 

Mr. Rippiesercer. Other witnesses can give that. 

Mr. Fuuron. I have asked for a statement from the proper U.S. 
authority specifically on the methods and the effect on our U.S. for- 
eign policy that this particular exception under section 404 will have. 

Chairman Morean. Thank you, Mr. Riddleberger. 

The committee stands adjourned until 2 :30 this afternoon. 

(Whereupon, at 1:05 p.m., the committee was adjourned, to recon- 
vene at 2:30 p.m., the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p.m., Hon. Thomas E. Morgan, 
chairman, presiding. 

Chairman Morcan. The committee will come to order. 

We meet this afternoon on the Mutual Security Act authorizing ap- 
propriations for the fiscal year 1961. Our witness this afternoon is 
the Honorable Vance Brand, Managing Director of the Development 
Loan Fund. 


Mr. Brand, you have a statement and you may proceed, sir. 


STATEMENT OF HON. VANCE BRAND, MANAGING DIRECTOR, 
DEVELOPMENT LOAN FUND 


Mr. Branp. Mr. Chairman and members of the committee, during 
this statement I will use a few charts that are back of you, Mr. Chair- 
man. I am sorry they are facing the chairman’s back. There are 
only three or four we will use. 

The first one here shows our operations on the worldwide basis. 

(The chart is as follows :) 
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Mr. Brann. I am gratified at the opportunity to appear before you 
today for the first time. It enables me to present what might be con- 
oo an annual report to this committee on the Development Loan 

und. 

My report will have four parts: 

(1) Asummary of our loan operations; 

(2) An explanation of recent policy and operating changes; 

(3) Where our emphasis will os placed in the future; 

(4) An explanation of why a $700 million increase in DLF capi- 
tal out of appropriations already authorized is essential. 

Before proceeding to these matters, however, I should like to com- 
ment on one aspect of the legislation before you and on the setting 
against which my subsequent remarks will be offered. 

The legislation to which I refer is the proposed section 404 of the 
Mutual ‘Se urity Act which deals with the development of the Indus 
Basin. 

Secretary Dillon has already discussed this matter with you, and I 
understand that further elaboration will be offered during the re- 
gional hearings on the Near East and south Asia. 

I should merely like to add that if the DLF is to play a useful role 
in this effort to be made in partnership with many countries and 
which the International Bank for Reconstruction and Development is 
organizing, it is essential that we have the authority to allow the use 
of our funds in accordance with the requirements, standards or pro- 
cedures of the IBRD. 

Certainly if each of the participating nations were to insist on the 
application of its own rules, the effective coordination of this complex 
effort would be seriously impeded. On the basis of its known record, 
we have every reason to be confident that the IBRD’s own standards 
and procedures will result in a program as efficient as that which our 
own standards are designed to insure. 

Because we at the DLF are concerned with the economic, technical, 
and procedural aspects of lending for development, my report to you 
necessarily deals with such matters. This emphasis, however, should 
not obscure the fact the DLF is an instrument of U.S. foreign poli 
and that its operations are attuned to that policy. You will recall 
that the legislation enacted almost 3 years ago specifically places the 
DLF under the foreign policy guidance of the Secretary of State. 

There are, of course, other than foreign policy requirements which 
govern the scope and direction of our fifi The legislation and 
our administrative interpretations impose a variety of economic and 
technical criteria as well. Three principal criteria govern the diree- 
tion of DLF lendin 


First, a major US. foreign policy interest in a high rate of economic 
development ; 
nd, a capacity to mobilize domestic resources and to use for- 
eign assistance effectively in furthering economic development; 
Third, a need for foreign resources which cannot be financed by 
other private and public institutions. 
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LENDING OPERATIONS 


I should like to turn now to an analysis of our lending activity. In 
doing so, I should like to call your attention to the red presenta- 
tion k which we have pl before you. It contains, in much 
fuller detail than I can — in the available time, a discussion of 
the role and nature of the DLF, its detailed progress, a description 
of each approved loan and comprehensive financial statements. You 
will note that the book is entirely unclassified. 

As the chart on page 2 of the red book and here at the front of our 
table shows, the Congress has made available to the DLF a total of 
$1.4 billion for lending purposes. As of January 31 of this year, $958 
million had been committed for lending, representing 118 specific 
direct loans and loan guarantees in 43 countries. 

(A chart was shown as follows :) 
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Mr. Branp. The top line of this chart shows our full lending 
authority. The next line down gives us the loans approved and at the 
break in the shading is where we are. On the right-hand side of that 
break is the estimate for 1960. Then the obligations are the next line 
down and those are the signed loan agreements, the loans approved are 
those approved by the Board but not signed. 

The disbursements are the last line at the bottom. 

Now, I am sure there are some who are wondering why $700 million 
in additional capital is being requested when more than $400 million 
is still available for commitment. I am afraid that these doubts 
rest. on an erroneous notion that there is a monthly, quarterly, semi- 
annual or other short-range rate of activity which suggests the level 
of future funding that is required. 

On the basis of some years in this field, I am convinced that de- 
velopment lending does not and cannot take place in this fashion. Its 
commitment rates are inevitably erratic, owing to the varying amounts 
of time needed to bring a project or program to readiness and the 
wide range of costs covered by development projects. 

But additional factors bear on the operations of the DLF this year. 
A considerable amount of my time and of the staff as well was spent 
in a review and assessment of policies and operations, a matter to 
which I will return in a few moments. Furthermore, the new re- 
quirement that section 517 of the Mutual Security Act apply to DLF 
has had an effect on the timing of our lending. Completion of basic 
engineering and reasonably firm cost estimates prior to the actual 
obligation of funds, which takes place when a formal loan agreement 
is signed, would constitute compliance with this section of the act. 
However, in the interest of more effective compliance with the intent 
of Congress, we normally require that such conditions be met before 
submitting a loan to the Board of Directors for approval. Moreover, 
we are now unable, as we were in the past, occasionally to conclude 
a loan agreement which makes the completion of basic engineering 4 
condition precedent to disbursement. : 

These factors all had their effect on DLF operations at about the 
same time. Now, however, we are moving ahead rapidly once again. 
We have on hand substantially more proposals than funds and we 
expect to commit the balance of our available resources before the end 
of this fiscal year. 

The bulk of our lending through January 31, as you can see from 
the charts on page 3 in the red book, has been in south Asia, the 
Near East and the Far East and for the purpose of developing trans- 
port and communications, industry and power. 

(A chart was shown as follows:) 
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Mr. Branp. This first chart shows where we have loaned the money, 
south Asia, the Near East, Far East, Spain, Yugoslavia, the Nether- 
lands, Latin America, and Africa. 

Mrs. Ketiy. May we question on the charts? 

Chairman Morean. Mrs. Kelly. 

Mrs, Ketuty. Do you want us to question on the chart? 

Chairman Morgan. You can ask the questions when your time 
comes. 

Mrs. Ketuiy. Thank you. 

(A chart was shown as follows:) 
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DLF FIELDS OF ACTIVITY 


Activity Loans Approved Thru January 31, |960- Millions of Dollars 
Transportation and 
Communications 


Industry (incl. Mining) f° 


Power 


General Economic 
Development 


intermediate _ 
Credit Institutions 


Food and 
Agriculture 
(Incl. Irrigation) 


Multi - Purpose 


Water Supply 3 958  illion 
and Other 





Mr. Branp. This next chart shows the fields of our activity. In 
other words, you saw before what the loans were made for, where 
they were made, and here we see for what they are made. 

For the benefit of some—I don’t believe some of you—Mr. Murphy, 
can you see it all right? 

Mr. Mourpny. Yes. 

Mr. Branp. Transportation, communications, industry, and power, 
the basic underpinnings of economic progress, are naturally in the 
lead, because that is the conception that DLF has, that we first do the 
basic things and then progress upward. 

For a detailed breakdown of our activity, I refer to the section 
entitled “Approved Loans.” There we summarize the various phases 
of our lending activity by region, by individual loan and by fiscal 
year. The bulk of the section consists of detailed descriptions for all 
loans approved thus far. 

I should like particularly to call your attention to the Development 
Loan Fund’s ‘support of private enterprise, a record which I believe 
is already substantial, but which must be further expanded in the 
future. 

Of the total loans and guarantees approved for specific projects and 
programs through January 31, 1960, $304.1 million or 32 percent, is 
for the direct benefit and use of the private sector. Forty-three loans 
and two loan guarantees were approved for this purpose. About $160 
million of the total consists of transactions with private borrowers 
and intermediate institutions which relend to private entities. The 
balance went to governments who will make the foreign exchange thus 
secured directly available to private industry. Our activities in con- 
nection with private investment are explained in a separate section of 
the book beginning on page 23. 
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Returning to our financial situation for a moment, you will note 
that it is summarized in a table on page 5 of the red book and that 
complete statements are provided in the last section of the book. 
These data show that formal obligations, disbursements, and income 
are all rising steadily. 

Our disbursements are substantially behind formal obligations. 
This is to be expected, given the nature of our activity. One can 
expect a gap of years, as the experience of the Export-Import Bank 
and the IBRD shows, between the conclusion of a loan for a develop- 
ment project or program and the final disbursement of funds against 
that loan. 

RECENT CHANGES 


The picture to which I have just drawn your attention is one of 
considerable activity—considerable activity right from the start. 
And this is as it should have been. The DLF was born with an impor- 
tant foreign policy mission and it was confronted almost at birth with 
far more urgent and legitimate requests for its support than it had 
funds to satisfy. 

At the same time it was new, with a unique mission—a substantially 
new type of operation under the cael security program. There 
was no existing pattern of operations which it could simply adopt in 
full detail as its own. It was necessary, therefore, to create the 
organization, procedures and policies which seemed best suited to its 
particular purposes and scope. 

For every organization, there comes periodically a time of stock- 
oe no organization can remain static in this rapidly changing 
world. 

Early last fall, it seemed particularly appropriate that the DLF 
itself pause to take stock. It had by that time accumulated approx- 
imately 2 years of operating experience, sufficient to judge the oper- 
ational choices made in its earliest days. Several studies of its pol- 
icies and organization already had been initiated. Moreover, as I 
took over my responsibilities as managing director in early Septem- 
ber, a self-assessment seemed appropriate and timely. 

The results of this appraisal should be gratifying to those who 
guided the DLF during its early stages. The basic approach then 
charted still seems sound; the early decision to emulate the Export- 
Import Bank and the IBRD insofar as circumstances would permit 
has proved to be correct. 

owever, as a result of this review, the Board of Directors has de- 
cided to institute certain changes. With some of these you may al- 
ready be familiar; others may be new to you. They include an 
internal reorganization of the DLF, a reduction of the application 
backlog and a change in procurement policy. It is these changes 
that I would like to discuss. 

However, lest 1 leave you with the impression that this review was 
confined to Washington or that it was concerned solely with organi- 
zational, procedural and broad policy matters, let me First emphasize 
that a-substantial part of the appraisal took place in the less devel- 
oped countries themselves and included within its scope loans al- 
ready approved, and pending, and prospective applications as well. 

Over the past few months all of our senior officials, our senior loan 
officers and most of our engineers and economists have spent at least 
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several weeks each visiting the less-developed countries with which 
they are concerned. Two of the six months I have spent with the 
DLF have been taken up with a travel schedule covering over 50,000 
miles—as much as 4,000 miles in a single country. In the course of 
visits to seven countries reaching from Taiwan to Spain, I looked 
intensively into our present operations and conducted various 
negotiations. 

In the course of these visits, numerous problems involved in the 
implementation of approved loans were worked out, DLF policies 
and operating procedures were clarified and the DLF’s requirements 
for the information which must accompany applications were ex- 
plained to many who are unfamiliar with the practices of a oe. 
ment financing institution. As a result, our borrowers, our appli- 
cants and we ourselves are now better equipped for more efficient 
and expeditious joint endeavors. 


ORGANIZATION CHANGES 


In the course of this self-assessment we concluded that certain 
functions were understaffed, that others bemg performed by ICA 
would prove more effective under DLF management’s direct control 
and that a general reorganization would result in a more coordinated 
and efficient operation. 

The resulting reorganization is graphically illustrated on page 15 
of the red book and detailed further on page 101. I should like to 
draw your attention to three of its aspects in particular. 

First, we now have a Deputy Director for Private Enterprise who, 
with an augmented staff, is expected to strengthen our activity in that 
sector. This is a matter I will discuss further in a few minutes. 

Second, the new reorganization makes provision for the installation 
and operation of a system of audit and accounts within the DLF itself 
in accordance with the recommendations of a private consulting firm. 
This function is now being performed by Ida on a reimbursement 
basis. 

Third, the new organization provides for increased emphasis on en- 
gineering, economics, and financial analysis. 


REDUCTION OF BACKLOG 


We were also struck in the course of our review with the continuing 
large size of our application backlog. It had been running at $1.5 
billion for more than a year. It was evident, given the resources then 
at our command, that we could not, within the next year or so, commit 
funds in that amount. Under these circumstances, it was apparent 
that many applicants would remain uncertain as to the fate of their 
proposals for a year or more and that this uncertainty might cul- 
minate in disappointment. 

This state of affairs seemed neither fair to the applicant nor prudent 
in terms of U.S. foreign policy. We, therefore, elected to return to 
the applicants all proposals on which action could not be taken within 
the current fiscal year or a few months beyond. This process is still 
going on; when it is concluded, we anticipate that the backlog will 
have been reduced to between $800 and $900 million. Thus, our cur- 
rent. backlog is not a measure of our full lending potential. 
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Many of the proposals which we turned back for lack of funds this 
year will undoubtedly return in the next. And from our recent travels 
we know of many more applications which are in process or which will 
be submitted when more funds become available to the DLF. 


PROCUREMENT POLICY 


I should now like to turn to a basic shift in policy which has been 
the subject of substantial public discussion and, if I may say so, con- 
sideratile misunderstanding. I refer to the Development Loan Fund’s 
procurement policy announced on October 20 of last year. 

On that date I announced that the DLF would thenceforth place 
primary emphasis on the financing of goods and services of U.S. origin. 

he phrase “primary emphasis” was carefully chosen. We recognized 
that it would be necessary on occasion to finance other than U.S. goods 
and services in order to avoid undue hardship to our borrowers. 

Basically, this change was an attempt to improve our fulfillment 
of the congressional mandate that the DLF take into account, in con- 
nection with any financing transaction, “whether financing could be ob- 
tained in whole or in part.from other free world sources on reasonable 
terms.” We had observed, in examining many proposals entailing 
non-U.S. procurement, that sufficient financing on reasonable terms 
from the nation likely to be the source of supply was difficult, if not im- 
possible, to arrange. Yet we knew that the other industrialized coun- 
tries of the Western World were in a much improved economic posi- 
tion, capable of expanding considerably their development financing 
on the terms that the less-developed countries require. 

It was evident that our previous procurement policy deterred 
rather than encouraged the creation of financing institutions provid- 
ing long-term credit on reasonable terms. As Secretary Dillon in- 
dicated to you several days ago, there is already some evidence that 
our new policy is beginning to encourage the expansion of such credit. 
It is only fitting that other industrialized nations provide more long- 
term loans on reasonable terms to finance their own exports to the 
less-developed area, particularly when the United States is incur- 
ring a substantial international payments deficit. 

Now, may we go to the future ? 

This then, is where we are. But where are we going? Our re- 
cent experience suggests that an increased emphasis in two directions 
is essential. 

First, we must expand and focus our resources in those places 
where conditions are the ripest for economic expansion. With the 
goal of greater self-sufficiency in mind, we can make our most ef- 
fective contribution to the less ee countries by enlarging 
our effort where the will and disciplined self-help essential to sound 
growth are already in evidence and where the institutional and human 
resources are capable of accelerating the development effort in an 
efficient manner. 

We believe this approach is consistent with the intent of Con- 
gress as reflected in the revision last year of section 202(b) of the 
Mutual Security Act. 

We plan therefore, given a sufficient increase in our capital, to 
undertake in the next year a major effort in south Asia and in Tai- 
wan. Others have already testified, and more will be said in the re- 
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gional testimony on south Asia and the Far East, regarding the 
basis for these choices. For the Development Loan Fund, I should 
like to affirm our view that the potential exists in these areas for 
considerably increased lending against sound projects and programs. 

Several weeks ago I returned from a month-long trip in the com- 
pany of our loan officers and engineers which took me to India and 
Pakistan. A staff-level team has also recently completed a visit to 
India where it surveyed future development prospects. 

On the basis of what we now know, these two south Asian coun- 
tries will be able in the next fiscal year to initiate far more develop- 
ment projects and programs, for which financing is not yet assured 
than even the increased capital we are requesting could support. 

We expect that, as in the past, substantial financing will os made 
available by other free world sources and we hope that the amounts 
will rise. But even under optimistic assumptions regarding contri- 
butions from elsewhere in the free world, the unfunded remainder con- 
stitutes a potential for substantially increased DLF activity in this 
area. 

On my recent trip abroad I also visited Taiwan. One need only 
see the substantial economic advances already made and talk to the 
skilled and dedicated businessmen and public officials who have vital- 
ized this island economy to appreciate the considerable economic po- 
tential of Taiwan. Given sufficient sound applications, I am con- 
vinced that the DLF can expand its lending in Taiwan to a sub- 
stantial degree and thereby participate with the Government of 
the Republic of China in its program to move more rapidly toward 
self-sufficiency. 

I should not like to leave the impression that we accord any less 
importance to areas other than those I have just mentioned. We 
expect to make substantial loans in several of the Latin American 
countries. Our operations in Latin America will continue to take 
into consideration the fact that the Export-Import Bank, IBRD, 
and now the Inter-American Development Bank will be active in the 
area. Congress has, of course, made clear that where other sources of 
financing are available, the DLF should not be active. 

We are aware that many of the countries on the African Continent 
are keenly interested in economic progress which will contribute to 
the advancement of their peoples. Many are increasingly ready to 
use more capital effectively; others still face the task of improving 
the domestic supply of technical and administrative skills. We are 
today working with several of the African countries on specific 
proposals and our interest is substantial. 


: 


PRIVATE ENTERPRISE 


I should like to turn now to another area in which, I believe, in- 
creased emphasis is essential. 

When it created the Development Loan Fund, the Congress reaf- 
firmed that— 


* * * it is the policy of the United States * * * to strengthen friendly foreign 
countries by encouraging the development of their economies through a competi- 
tive free enterprise system * * * (and) to facilitate the creation of a climate 
favorable to the investment of private capital. 
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We in the Development Loan Fund regard this emphasis on private 
enterprise in our basic law as a clear mandate to work with and 
through the business community to the utmost extent possible. Our 
task, as we see it, is not merely to assist less-developed countries, 
but to assist them in ways that will reflect, reinforce, and use free 
enterprise. 

While DLF assistance to private enterprise has been substantial, my 
travels abroad and throughout this country have provided convincing 
evidence that a substantially accelerated effort in this direction is 
now possible. 

American business is increasingly ready to extend its investments 
if it can obtain assistance in partially sharing the risks presented by 
new and unfamiliar markets. Risk sharing through the provision 
of loan capital can often be the decisive factor in enabling private 
enterprise to embark upon major projects of considerable importance 
and significance to U.S. foreign policy interests. 

I should like to take the time to describe some of the incidents, 
some of the important transactions that we have in the DLF at this 
time involving American private enterprise abroad, but I believe that 
time is not sufficient for that purpose just at this moment, Mr. 
Chairman. 

Lest I leave the impression that our interest in free enterprise is con- 
fined to the large projects in which substantial American interests in- 
vest, let me emphasize our interest in, and support of, development 
banks or loan funds which extend long-term credit to small business- 
men. 

To such institutions the DLF had extended 14 loans and one guar- 
antee totaling almost $75 million by January 31 of this year. Thirty- 


three loans under $100,000 have been made by such institutions as the- 


result of DLF credits. 

I might add that in the one country, Israel, I noticed the figures 
this morning, that 31 loans had been made to small business in the last 
few months. That is about double the amount of loans made by a 
well-known private development company in India that has been op- 
erating for several years. 

Our own American experience highlights the importance of such 
lending to our objectives in the less-developed areas. We know from 
long experience how the viability of a free economy rests on the small 
entrepreneurs who form its core. And we also appreciate that without 
a strong middle class, comprised largely of independent, small busi- 
nessmen, free institutions have an uncertain foundation. 


PROPOSED INCREASE IN CAPITAL 


It is with this record and this view of the future that the Develop- 
ment Loan Fund is now approaching the Congress for a $700 million 
increase in its capital. New financing in this amount, out of funds al- 
ready authorized, would enable the DLF to expand its lending oper- 
ations to a level in fiscal year 1961 about $150 million higher than it 
attained in each of the 2 previous fiscal years, 

This increase is essential if the DLF is to continue its activity in 
most of the 43 countries to which loans have already been extended, 
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expand its operations selectively in those countries where rapid eco- 
nomic gains are potentially the greatest and enlarge its support of 
private U.S. capital in its efforts to joi in the development effort 
abroad, 

Beneath these reasons for a higher level of lending by the Develop- 
ment Loan Fund, however, lies another, more Faadionantal one. It 
originates in the wish, as expressed in section 503(c) of the Mutual 
Security Act, that bilateral grants of economic assistance be progres- 
sively reduced and terminated. 

I think you will agree that a principal means of reducing the need 
for such assistance are those courses of action which hasten economic 
growth and self-sufficiency. Certainly the developmental loans of the 
DLF are one such means. The goal expressed in section 503(c) 
argues, I believe, for a larger role for the Development Loan Fund. 

In preparing this request, we have taken into account an anticipated 
rise In capital available from international institutions and other na- 
tions. We have assumed that the Inter-American Development Bank 
will undertake some of the lending in Latin America during fiscal year 
1961 which the DLF would otherwise assume, that the International 
Development Association will not commence operations until late in the 
year and that our efforts to increase the contributions of other indus- 
trialized nations to this effort will be substantially successful. 

Applications, moreover, are still being received at a rate in excess 
of our available funds. On the basis of the discussions throughout 
the world which I have already described, we know of apparently 
sound applications in preparation which, together with those now 
on hand, would require even more than the funds we are now 
requesting. 

CONCLUSIONS 


Mr. Chairman, I again thank you for this opportunity, and in 
closing reiterate my own firm conviction that the Development Loan 
Fund, which is about to pass its first $1 billion in lending commit- 
ments, has well served and will continue to serve an essential national 
purpose in helping people throughout the world to maintain free 
societies. 

Chairman Morean. Thank you, Mr. Brand. 

Mr. Brand, this has been your initial visit to this committee. We 
operate under the 5-minute rule. Each member has 5 minutes to ask 
his questions. 

Mr. Brand, on page 2 of your statement you emphasize the need for 
authority to use mutual security funds under World Bank procedures 
rather than mutual security procedures and say that if each partici- 
pating nation insists on its own rules, the project would be impaired. 

Why not insist that the rules of the nation putting up most of the 
money should be followed ? 

Mr. Branp. Mr. Chairman, I think that is a very good question. 

The understanding that I have of the Indus problem is that it has 
tremendous political implications for the United States and the world 
in general. 

T understand that you are going to have other hearings on this 
particular subject, and as far as the political implications are 
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concerned, I think I should leave it to the officers of the State 
Department to discuss that with you and members of the committee. 

However, it doesn’t make very much difference in the handling of 
matters on a multilateral basis, where more than one country is con- 
cerned, whether Uncle Sam is the dominant factor or not. 

We are expected to assert leadership. That is the role that the 
ee States now has and in which it is, in my opinion, doing a very 

ne job. 

In this matter of exerting leadership, I believe in the Indus waters 
project we are less than 50-percent partners. I could be in error as 
to the exact percentage, but I am quite certain it is under 50 percent. 

Some countries only have a little bit. Other countries have a 
major portion. I am comparing Australia as versus England, as 
countries with a smaller portion and other countries with a larger 

ortion. 
- If we apply all of the different rules of financing of all these coun- 
tries that are involved, the consequence would be delay of a more or 
less indeterminate period of inconclusive action. 

The World Bank has been engaged for a period of years now, I think 
something over 7 years, in negotiating this matter. It comes out that 
the suggestion of acting in concert, on a full partnership as compared 
to an individual basis, seems to be the accepted view of the majority 
of those who are providing the financing. 

Chairman Morean. Just what are the differences between the World 
Bank procedure and the mutual security procedures, especially with 
respect to section 517 ? 

Mr. Branp. There is no basic distinction, Mr. Chairman. But it 
is the DLF practice to look at the project as a whole before making a 
loan, making sure that engineering plans are available along with 
reasonable cost estimates. I have a map here that gives us a little 
idea about the size of this project. It is a very big job. This is Kar- 
achi down here. It is a thousand miles between Karachi and the new 
capital of Rawalpindi. 

(A chart was shown as follows :) 
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Mr. Branp. The Indus River flows in here and it covers all this area. 
That is practically about two-thirds the area of Pakistan, where 
almost 50 million people live. 

In one area right here you have over a million acres of irrigated 
land, which the DLF is now helping with a loan of pump water to 
lower the water table. We have a loan there of about $15 million. 

In this area there are over 9 million acres which would be put under 
irrigation. This is about one-third of all the irrigated land in the 
western part of the United States. 

The World Bank is looking on all this project here as one project. 
But it will take about 10 years to complete. Up to now the engineer- 
ing is only completed on the Mangla Dam. That in itself is a project 
of over $200 million. We could confine ourselves to that dam. But 
in all honesty we expect to finance a portion of the whole. It is our 
understanding all the engineering and cost studies have not been done 
as would be required under section 517, taken to the canals going on 
the farm. However, major portions of the engineering have been 
completed. 

Under the World Bank procedures, they will go ahead with the 
Mangla Dam and while.they do that they will proceed with refin- 
ing other portions of the project under the basic concept of the whole 
and the basic cost estimates of the whole—we can’t get them down to 
the refinement of the whole project at this time, and therefore we have 
asked the committee and the Congress to consider this amendment. 

Chairman Morean. That is in connection with section 517 of the 
act. 

Mr. Branp. Yes. 

There is a waiver provision in the act. However, the waiver for 
any one country in any one year is $30 million. 

We felt it better to come to you and lay the picture right on the 
table. 

Chairman Morean. Thank you, Mr. Brand. 

Mrs. Bolton. 

Mrs. Bouron. I have no questions. I am sorry I was late. 

Chairman Morgan. Mrs. Kelly. 

Mrs. Ketty. Thank you, Mr. Chairman. 

Mr. Brand, I noticed that in Europe you have three loans: Nether- 
lands, Spain, and Yugoslavia. Is that correct? 

Mr. Branp. That is correct. 

Mrs. Keir. I note in Spain, for instance, the loan will be repay- 
able. Is there any way that we could have bought the pesetas already 
accrued in Spain and used those for the project ? 

I am not disapproving the railroad. I think it is very important. 

Mr. Brann. My recollection of this loan is—and I was not the 
managing director of the DLF and not in the Fund when this loan 
was made, but my best recollection is, and to be completely responsive 
to your question—that the purpose of our loan was for foreign ex- 
change costs and not for pesetas. They could not be used for that 
purpose. 

Mrs. Ketty. Let’s say they could be partially used. It is a rail- 
road between Spain and France. Could you pay the wages to the 
Spanish in pesetas? 

Mr. Brann. We bought equipment. 
Mrs. Ketriy. Just equipment? 
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Mr. Branp. Yes. Foreign exchange costs of imported equipment 
do net include the local labor. 

Mrs. Ketriy. There is one other question. 

Is this the total amount you have loaned Yugoslavia, or do I under- 
stand there was one earlier this year? Is that included in the amount 
that you have in this book # 

Mr. Branp. If you will be kind enough to look at the loans 
approved. 

Mrs: Ketty. I have looked at page 41. I note that this year there 
is a new development loan to Yugoslavia. Is that included in this 
book ¢ 

Mr. Branp. They are all included here, Mrs. Kelly. 

Mrs. Ketty. I don’t see that $25 million. 

Mr. Branp. On page 47 we have the diesel locomotives of $5 mil- 
lion, the nitrogen fertilizer plant of $22.5 million, thermol-power of 
$9 million, and the hydroelectric plant of $15 million. Those include 
all the loans we have made there. 

Mrs. Ketiy. January 30, 1960, it was $22.5. 

Mr. Branp. On pages 55 and 56, you will find a more minute de- 
scription of all these loans. 

ee Keuty. I will question on that later. You have one for Mo- 
rocco here. I have forgotten the page that wason. That was 1960— 
January 31, 1960. 

You have a loan to Morocco. When was that? 

Mr. Branp. It was an irrigation project. Is thatthe one? 

Mrs. Ketuy. Yes. 

Mr. Branp. That is a broad irrigation project of similar—— 

Mrs. Ketiy. When did you sign that agreement ? 

Mr. Branp. I don’t believe we have signed it yet. 

Mrs. Ketiy. You have not signed it yet? 

Mr. Branp. No. That ison page 51. 

Mrs. Keruy. And the other part is on 40? 

Mr. Branp. They are the same ones. 

Mrs. Kerry. At this point you have not signed the agreement? 

Mr. Branp. That is right. 

Mrs. Ketiy. When did you anticipate signing that? 

Mr. Branp. We have to have further studies. 

Mrs. Ketiy. You have to have further studies, is that correct? 

Mr. Branp. The further studies involve a project in Tunisia, This 
Morocco loan has not been signed, but the representatives will be 
here next week for signing the agreement. 

Mrs. Ketiy. On Morocco? 

Mr. Branp. Yes. 

Mrs. Keir. [Security deletion. ] 

Mr. Branp. Yes. 

Chairman Morean. Mr. Fulton. 

Mr. Futtron. We are glad to have you here and we think the De- 
velopment Loan Fund has been doing a good job under your leader- 
ship and previously under Mr. Dempster McIntosh’s leadership. 

Mr. Hays. Say “you” and not “we.” 

Mr. Fuurron. When I say “we,” I mean quite a few on this com- 
mittee but obviously I don’t mean everybody. Each person is en- 
titled to his own opinion. 

The point I like particularly is on page 2. This emphasis, how- 
ever, should not obscure the fact that the Development Loan Fund 
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has been an instrument of the U.S. foreign policy and its operations 
are attuned to that policy. 

You will recall that the legislation enacted almost 3 years ago 
specifically places the Development Loan Fund under the foreign 

licy guidance of the Secretary of State. That is an answer part- 
ieee the question Mrs. Kelly raises, that it should be a foreign policy 
decision at the highest leve] on the area of reference and the tim- 
ing of the granting of these loans. 

So that is one reason I like the Development Loan Fund as dis- 
tinguished from the International Bank for Reconstruction and De- 
velopment. 

Mr. Branp. We have another chart here, Mr. Fulton, if I may 
interrupt. 

(The chart is as follows:) 





THE PRESIDENT 


SECRETARY OF STATE 









DEVELOPMENT LOAN FUND 
BOARD OF DIRECTORS 


Under Secretary of State (Chairman) 

Director of the International Cooperation Administration 

U.S. Executive Director of the International Bank for 
Reconstruction and Development 

Chairman of the Board of Directors of the Export- 
Import Bank 


Managing Director, Development Loon Fund 





MANAGING DIRECTOR 
Secretary- General 
Treasurer Counsel 


Deputy Deputy Deputy 
Managing Director Managing Managing Director 


for Director for Private 
Operations Enterprise 
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Mr. Branp. It shows the development of the Development Loan 
Fund. There is an important distinction between our agency and 
many other agencies in the U.S. Government. It is noteworthy to see 
who is the real head of the Development Loan Fund. The Congress 
has given the authority to the President through the mutual security 
program to make these loans. 

Mr. Fuuron. So that Mrs. Kelly is accurate and correct when she 
says to call this to the attention of the proper foreign policy authori- 
ties at the highest level at the time we are making a loan of such 
importance as Morocco? Do you agree with that? 

Mr. Branp. Yes. 

Mr. Furron. When you have commented in your statement on 
page 11: 

It is only fitting that other industrialized nations provide more long-term loans 
on reasonable terms to finance their own supports to the less-developed areas. 
I believe that is the motive behind your comment when you had said 
the financing of goods and services of U.S. origin was a matter of 
primary emphasis to the Development Loan Fund. It does not mean 
it is exclusive but it has a primary emphasis? 

Mr. Brann. Yes. 

Mr. Futron. On section 404 of the proposed bill, the bill that has 
been submitted to the committee by the administration, it would seem 
that the great Indus River development is taken out from under that 
—s completely by putting it under the International Bank for 

Xeconstruction and Development policies. 

My question is this: Why don’t we have within the context of our 
contribution of the United States to the Indus River development 
program your comment on page 11 that applies for other countries, 
that industrialized nations provide long-term loans on reasonable 
terms to finance their own supports to less-developed areas? And also 
the context of the foreign policy comment that you have on page 2, 
and likewise the context of the modified “Buy America” program 
where warranted or where primary emphasis is given, a point which 
you made in the other part of your statement? I believe that is on 
page 10. 

Why does the United States suddenly shift from the mutual 
security program and from the Export-Import Bank and from the 
Development Loan Fund that have within them our foreign policy 
objectives, to an international organization to carry out its policy, 
when, as a matter of fact, the contribution is not really a capital contri- 
7 under the International Bank for Reconstruction and Develop- 
ment 

Mr. Branp. Mr. Fulton, in the first place the Development Loan 
Fund has not acted upon this loan. I think that is well known. 

Mr. Fuuron. We understand that. 

Mr. Branp. It has not been fully considered by the Board of 
Directors up to this time. We are coming to the point of 
consideration. 

So I am speaking only from the standpoint of how I believe it may 
be presented and not as a final conclusive matter. 

In the first place, the information that we have so far indicates that 
the engineering will be a matter of over $100 million. There are 
four large internationally known engineering firms engaged, three of 
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which are American. A substantial portion of engineering alone will 
be American. 

Secondly, traditionally, equipment used on a project of this type. 
construction equipment for large irrigation projects, has been pur- 
chased about two-thirds to three-fourths in the United States. 

Mr. Furron. Generators, too? 

Mr. Branp. I am talking about the bulldozers, the equipment, that 
may amount to a figure over $100 million, so the equipment alone, not 
the generators and so forth, because this is a large land-leveling enter- 
prise and ditch-digging enterprise as well as building some dams like 
the Mangla Dam. 

Mr. Futon. I think my time has expired. 

Mr. Branp. I want to finish this one comment. 

In the whole makeup of the program, if we were to act so as to 
bring about tied loans on the part of these other six countries, the 
chances are that we would do ourselves a disservice, because it appears 
very clear that more than the amount of the Development Loan Fund 
loan and probably more than the dollar availability of the ICA 
grants will be used in this country. 

T did explain before you came in, Mr. Fulton, I believe, in response 
to the chairman’s question that there are foreign policy considerations 
upon which this request is based. 

Mr. Furron. I heard the first part of your statement. I had to go 
to the telephone for a long-distance call. I will read it in the record. 

Chairman Morean. Mr. Hays. 

Mr. Hays..Mr. Brand, first I have a list here of so-called senior 
staff. For the edification of the subcommittee of which I am chair- 
man, I wonder if you could send up a biography of these people, what 
their background is, and so forth, and how they were chosen and sa 
forth? 

Mr. Branp. I will be happy—— 

(The information is as follows :) 


DEPUTY MANAGING DIRECTOR FOR OPERATIONS—HART PERRY 


Born York, Nebr., June 18, 1918; son of Benton and Elizabeth (Hart). M.A. 
University of Chicago, 1940. Married Beatrice Gaidzik of Highland Park, 
Ill.; two sons—Hart II and Scott. 

Research assistant to Alderman Paul Douglas, Chicago, Il., 1940; Administra- 
tive Assistant, Baytown Ordinance Work, Baytown, Tex., 1940-41; Housing 
Representative, National Housing Agency, Washington, D.C., Chicago IIL, 
1941-48. 

Department of the Army: Basic Training (Inf.) OCS (AAA), Battery Officer, 
48d AA Group, Intelligence Officer, Office of Strategic Services, Personnel 
Officer, Office of the Chief of Staff, 1943-46. 

Administrative Assistant, Public Housing Administration, Washington, D.C., 
1946; assistant to the president and secretary, American Community Build- 
ers, Inc., Park Forest, Ill., 1946-51; Bureau of the Budget: Senior Organiza- 
tion and Methods Examiner, Senior Budget Examiner, Area Chief, Assistant 
Chief of the International Division, 1951-57; Deputy Managing Director for 
Loan Operations, Development Loan Fund, 1%58 to present. 

Voting residence, Illinois. Home: 3307 Newark Avenue NW., Washington, D.C. 


DEPUTY MANAGING DIRECTOR FOR PRIVATE ENTERPRISE—EDWIN D. Ktrpy 


Born April 10, 1908, Urkana, Ohio. Graduate of Urbana High School, Urbana, 
Ohio, 1921; Wittenberg College, Springfield, Ohio, 1921-22; Ohio State Uni- 
versity, Columbus, Ohio, 1922-25. 
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Traveling representative, Buckeye Incubator Co., Springfield, Ohio, 1925-38; 
president and general manager, Kirby Hatcheries, Inc., Urbana, Ohio, 1938. 
Director, Champaign National Bank, Urbana, Ohio, 1946-; vice president, Cham- 
j paign National Kank, Urbana, 1954-60; director, Peoples Savings & Loan Co., 
. Urbana, 1952-—; member, city council, Urbana, Ohio, 1945-49; director of Pub- 
lic Service, city of Urbana, 1952-54. 
Statutory position, deputy managing director for private enterprise, Develop- 
ment Loan Fund. 
t Legal voting residence, Ohio. 


CHIEF, PRIVATE ENTERPRISE DIVISION—HAMLIN ROBINSON 


e Born December 20, 1915, Yakima, Wash. University of Washington (Seattle) 
A.B. 1937; Columbia University M.A. 1941 (and some credit toward Ph.D.). 
1937-89, assistant manager of export freight brokerage firm in Seattle. 
1941-46, U.S. Treasury Department, Division of Foreign Funds Centrol: 1942-44, 
in charge of Foreign Funds Control Office in Puerto Rico; 1945-46, Treasury 
Oy representative in the Philippines. 
e 1946-58, Department of State; 1946-49, on staff of U.S. delegation to Inter-Allied 
e Repatriation Agency in Brussels; Acting U.S. Delegate for last few months of 
period ; 1949-56, Office of International Financial and Development Affairs. 
d 1956-59, Special Assistant to Deputy Under Secretary and Assistant Secretary 
A for Economic Affairs; 1959, on detail to Mr. Ralph Straus to assist in pre- 
paring report published by Department of State on “Expanding Private In- 
vestment for Free World Economic Growth” pursuant to section 413(c) of 


se : 

fe Mutual Security Act. 

is March 1959 to present, Chief, Private Enterprise Division, Development Loan 
Fund, GS-16. 

rO Voting residence, Maryland. 

d. ASSISTANT DEPUTY MANAGING DIRECTOR FOR OPERATIONS—EDMOND C. HUTCHINSON 

or torn, November 23, 1913, Rosemark, Tenn. 


B.A., Southwestern at Memphis, 1932-36; M.A., University of Virginia, 1936-37, 
Ph. D., 1954; Virginia Polytechnic Institute 1937-38; American University 
at 1939-41, 1953-54. 
sa Claims Examiner, Economist, Railroad Retirement Board; Chief, Procedures 
and Analysis Section, War Production Board; Provincial Director General of 
Finance, Government of Iran; Management Analyst, Department of Commerce; 
Financial Analyst, Chief, Finance Policy Unit, Deputy Chief, Public Finance 
Division (GS-15), SCAP in Japan, 1947-51; Associate Chief, Monetary Affairs 
Staff, Department of State, GS-15, 1952-53 ; Area Chief, International Division, 
GS-15, Staff Assistant to Director, GS—16, Special Assistant (National Security 
and Foreign Economic Affairs), International Division, GS-17, Bureau of the 


os Budget, 1953-58; Assistant Deputy Managing Director for Loan Operations, 
— Development Loan Fund, statutory position, 1958. 
_ Voting residence, Maryland. 
" SECRETARY-TREASURER—JOSEPH S. TONER 

Born, January 19, 1917, Ohio. 
cer, B.A., University of Minnesota, 1939; Syracuse University, 1940, graduate studies 
nel in public administration. 

Newswriter, 1945; editorial associate, Public Administration Clearing House, 
.C.., Chicago, 1946; assistant to director, Public Administration Clearing House, 
ild- 1947-50; Program Analyst, Housing and Home Finance Agency, 1951; Execu- 
iza- tive Assistant, Housing and Home Finance Agency, 1951; Executive Secre- 
ant tary, MSA, ICA, FOA, 1952-55; Executive Secretary, Office of the Special As- 
for sistant to the President, the White House, 1955-58; Corporate Secretary- 

Treasurer, statutory position, Development Loan Fund. 
D.C, Voting residence, Virginia. 
GENERAL COUNSEL—JOHN FE. Loomis 

ana, Born, May 9, 1921, Wichita, Kans. 
Uni- Carleton College, Minnesota; University of North Dakota, B.S. in Commerce, 


1943 ; Yale Law School, LL. B., 1949. 
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Associated with law firm of Fairchild, Foley, & Sammond, Milwaukee, Wis., 
1949-57; Associate Director, Division of Trading and Exchanges, Securities 
and Exchange Commission, 1957-58; Associate Director, Division of Corpo- 
rate Regulations, Securities and Exchange Commission, 1958-59; GS-16, 
General Counsel, Development Loan Fund. 

Legal voting residence, Wisconsin. 


CHIEF ENGINEER—ROBERT L. MOORMAN 


Born, February 138, 1909, Kentucky. 

University of Kentucky, 1927-32, B.S. in Civil Engineering. 

Transitman, Kentucky State highway department, 1932-34; resident engineer, 
J. Stephen Watkins, consulting engineer, Lexington, Ky., 1934-36; structural 
engineer, University of Kentucky, 1936; vice president, G. H. Leach Co., 
DeGraff, Ohio, 1986-39; self-employed, consulting engineer, 1989-40; engi- 
neering department, Louisville & Nashville Railroad, 1940-41; Supervising 
Engineer, Bond Service Section, Reconstruction Finance Corporation, 1941-— 
42; Assistant Regional Engineer, RFO, Office of Defense Plants, 1942-44; 
Chief, Contract Termination Section, Engineering Division, RFC, Office of 
Defense Plants, 1944-48 ; Engineer on Transportation and Heavy Construction, 
Export-Import Bank, Washington, 1948-59; GS-16, Chief Engineer, Develop- 
ment Loan Fund, 1959. 

Voting residence, Virginia. 


ASSISTANT TO THE MANAGING DrREcTOR—GEORGE A. WYETH, JR. 


Born December 20, 1914, New York City, N.Y. Hotchkiss School, 1983; Yale 

Scere B.A. 1937; postgraduate work, George Washington University, 
Credit Department Chemical Bank & Trust Co., New York City, 1937-40. 
U.S. Army (Major, Field Artillery) 1940-45; Applied Physics Laboratory, 1946-— 

48; ECA Mission to Germany, 1948-50; Office, Secretary of Defense, Depart- 

ment of Defense, 1950-57. 

Executive Director, Business Advisory Council (Department of Commerce), 1957-— 

60; Assistant to Managing Director, DLF, 1960 to present. 

Voting residence, Maryland. 

Mr. Hays. I won’t go into that here. I have three questions and 
I don’t know whether I can get them in in 5 minutes and you get in 
your answers. 

The first question deals with your chart on page 2 which shows at 
the end of fiscal year 1960 that although you have appropriations of 
$1,400 million you will have expended, actually eat less than 
$200 million, which would indicate that you could get along as far 
as disbursements are concerned, for a couple of years, without any 
more money, couldn’t you ? 

Mr. Branp. As far as disbursements are concerned, that is exactly 
true. 

Mr. Hays. I have a question about this Taiwan situation. I see 
one loan that you are going to make there is to a firm called the 
Ingalls Taiwan Shipbuilding & Dry Dock Co. Who are they? 

Mr. Branp. We made that loan. 

Mr, Hays. All right. Who is Ingalls? 

Mr. Branp. It is an American firm. It is combined with Chinese 
interests in Taiwan. That is an American firm doing business in 
Taiwan. 

Mr. Hays. Is that a Cleveland firm by any chance? 

Mr. Branp. I don’t know where their residence is. I think it is a 
Pascagoula firm. 
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Mrs. Botton. I would like to know who the Ingalls are, whether 
it is Cincinnati or Cleveland. 

Mr. Branp. We know some in Cleveland, don’t we? 

(The Ingalls Shipbuilding Co. is located in Pascagoula, Ala. ) 

Mr. Hays. The other question, Mr. Brand, has to do with your 
famous speech in New York at the Waldorf in which you are quoted 
something like this: 


Let me begin answering that question— 


r this is apparently to a question— 
al 


: by saying Urbana— 


zi- which is your hometown— 
- was once an agricultural economy with good banking facilities sufficient for the 
4: community, without any need to go to Cincinnati or New York for money. 
of Industries were established and built up. Over the agricultural economy was 
n superimposed a thriving industrial economy. The local banks were no longer 
\p- able to meet the needs of the economy and people in industries began to borrow 
funds from outside. 
Still quoting you: 


I saw all this happen and helped it happen. I went to Cincinnati and New 
York with these people and helped to set up joint accounts with the larger city 


ale banks. 
st My question is in two parts: Did these banks in Cincinnati say you 
had to buy in Cincinnati or New York, and second, if they had, would 
that have hampered your enterprise? 
Mr. Branp. No; I don’t think it was related at all to buying in any 
s1- one place in the United States. It was a foregone conclusion that 
the 4 nee: would be made in the United States or the banks might 
have had 


1G— 
irt- 





nd Mr. Hays. I didn’t ask you about the United States. I am limiting 
in it to Cincinnati and New York. 
Mr. Branp. The answer is “No.” 
at Mr. Hays. I have nothing against “Buy America” except I am 
of curious to know whether our peer interest here is to help our 
1an foreign policy or help domestic manufacturers sell goods. 
far Mr. Branp. I can answer that unequivocally: Our whole policy is 
Any to support foreign policy ae and not to help producers per se. 
The DLF is not an Export-Import Bank and does not play like one. 
tly I say to you, Mr. Hays, in all sincerity, as a businessman, that we 
should stop financing the exports of Germany, as an example. That 
see is what the new procurement policy is about today. In other words, 
the there was a time when support of European exports was necessary. 


That time is past, in my opinion. 
And so we now say to our good friends, the people in the less-devel- 


oped areas, there is no “Buy America” policy. ey can buy wher- 
nese ever they want to and God bless them. 
3 in But when they buy from our good friends in Germany, they should 


realize that Germany has built up with our help a tremendous amount 
of foreign exchange reserves and, therefore, Germany can finance 
is a their exports. They don’t have to rely on Uncle Sam to do it and 
tax our taxpayers for that purpose. 
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Mr. Hays. There is a fine question involved if they can buy in a 
country—we won't say Germany—at half the cost, do you want to 
lend them twice as much money and help them buy it here? 

Mr. Brann. I don’t accept as you do, Mr. Hays, the premise that 
















































they can buy for half price in any place. ! 

Mr. Hays. I am speaking of a specific example. 

Mr. Brann. If hardship is demonstrated, there is a hardship clause : 
in our announcement. We used it in Pakistan in a railroad loan. t 
They demonstrated the U.S. price was about 15 to 20 percent higher : 
if I remember right, and we loaned them that much more money. . 

Mr. Hays. One final question: Why do you say you are going to 
make your primary interest next year in south Asia, and I am_ not : 
objecting so much to south Asia as Taiwan. I would think, if your : 
people have studied the international situation at all, they would be : 
more interested in emphasis on Africa where are located the greatest 
source of raw materials in the world that we vitally need, and forget 
about Taiwan. 

As far as I am concerned from an economic view, if Taiwan sank ¥ 
into the ocean, it would only be a relief from a bad economic headache. ; 
I do not think it is ever going to play much of a part in the economic W 
future of the world and I think when the time comes, we will do st 


about what we did in Cuba, if they set up a Communist government rf 
we will say “God bless you,” and let them go ahead. Why don’t we 
get in and do something where we can do something for the United 
States? 
Mr. Branp. You seem to imply that we are not doing anything in 
Africa and that is not 
Mr. Hays. From your charts you are doing a minimum amount in 
Africa. 
Mr. Branp. We had seven different visits to Africa by members 
of the DLF staff and you can see we have made substantial loans. 
To answer your question and try to be responsive, the reason for 
the added emphasis in south Asia is very much tied into the amend- 
ment to the law under which we are operating. Where the countries 
are really responsive to the urge for domestic economic advancement Ex 
they are more ready than other countries to prepare projects that meet 
the criteria of this law. 
Therefore, we are able to act there before we can in some of the 
countries that are not quite so ready. I say to you in all sincerity, 
we share your view that Africa is a very important continent and we 
are doing something about it. 
Mr. Hays. I would like tocontinue but my time is up. 
Mr. Bowtes. Would the gentleman yield for a half minute ? 
What do you mean by being ready ? 
Mr. Branp. By being y—you mean in the country being ready ? 
Mr. Bowtes. Yes. 
Mr. Branp. Take the two Indian 5-year plans, for example. They 
have made engineering plans with many U.S. firms for development 
projects like, for example, large power installations to furnish power 
in the country. 
Mr. Bow es. I see what you mean. 
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Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Mr. Brand, you are a very able antagonist, or protagonist, whatever 
the response may be, I have enjoyed your answer to the questions. 
I feel the loss of Taiwan would be such a loss of face to southeast 
Asia that that would be reason for giving it support. What propor- 
tion of the loans made under the Development Loan Fund to date 
as contemplated are independent loans and what proportion are made 
in conjunction with other lending agencies? 

Mr. Branp. Mrs. Church, I will have to look the answer up to be 
responsive. I think it is a very fine question. I am sorry I cannot 
respond to it. I will have to give you that answer, if I might submit 
it for the record, Mr. Chairman. It isa fine question. 

Mrs. Cuurcu. I would like to have that answer. 

(The information is as follows :) 


The following list includes DLF loans which have been made in conjunction 
with a specific project or financing program in which the International Bank for 
Reconstruction and Development (IBRD) and the Export-Import Bank (HX- 
IM) were also involved. In the case of the two Pakistan loans, the DLF funds 


were provided to an intermediate credit institution which had earlier received 
some financing from the IBRD. 


International Bank for Reconstruction and Development (IBRD) : 


SNES — Rte I cl lesnciicennsi seco aie isenteomrtincircibnemasatniatiasisah ssigsctiliniaegshebalibialleanintictieo its $3, 500 
DOCG; PeCuCUael: DRI WOGN se ee ee 5, 300 
Bram: Sewer conetruction: 6k i ee Se eek 25, 000 
PSS: TNs tected ciccdasntngtcetincbetenaliitinnbinaicennisthdes 5, 000 
Pakistan: 
SON I i: Sing icaiNs tine a nlpsslipiinsddinidladiatilaganine acai iti ia, SS 9, 100 
TOUS | TE ia ssi Sites cettthincicigeaceibntnes Secdlbceaehs tesa acelin ta 22, 000 
FEO. cvecemquetauennstnnaussnanmucionmentunmnne manana 4, 200 
Ne i rtcccncpencangtlncertncenneith nate dicieasinmsmnadtnmanimbanniaiies 10, 000 
India: 
SCR OTULS- MECC asc iieiescnciiianccen dagen Mclain 40, 000 
Oy Paar itis ccitvatinnstilntttnstintinateniniliiapalitieliilteasiaiiiéinil 35, 000 
TU iit halenipeectenelghaathictticinhtbabadin ehceb enema dae ipiiauh toes 159, 100 
Export-Import Bank: 
en LR ee ee 24, 750 
a Fe id = tenn A eecermandtniinnioaninie 1, 000 
Te ih cichinnediglpenclitnesininennnisiticencisilnditindiitcninda asia: stint iantels teat alii tl 25, 750 
ee eS ea ee eee 184, 850 
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Mr. Branp. We have made recently three loans in conjunction with 
the World Bank. To date, other than intermediate institution loans 
to banks, which total $75 million, $185 million, or 19 percent, is our 
joint activity with other public lending institutions. 

Mrs. Cuurcn. My question arose from a fear that came to me when 
I was on a recent trip, that the Development Loan Fund, instead of 
centering its interest—as I think was intended—on underdeveloped 
countries, was in danger of being involved more and more in being a 
supplementary agency in which money had to be found after the initial 
loaners had come up with what they had to give. 

I wondered if that was a change in emphasis. 

Mr. Branp. I think it has been understood that we, in the Develop- 
ment Loan Fund, should not act in any matter where the World Bank 
or any other source of capital is available. By the same token, if 
those agencies find a small place for our lending, say, that some local 
costs are involved which, because of their policy decisions they do not 
finance and it has an important part in the loan, we have done that in 
concert with them. On the basic part of your question relating to 
loans with another agency, these intermediaries, that we have loaned 
money to make small loans, are agents for us and we are not joining 
with them in the same sense. 

Mrs. Cuurcnu. When you come to this Shimen Dam in Taiwan 
which you have loaned $21,500,000, is that right ? 

Mr. Branp. Yes. 

Mrs. Cuurcn. When the suggestion of a loan like that is brought 
to you what synthesis is there of planning? 

Mr. Branp. You have the advantage of me on that dam because I 
was not at the Development Loan Fund when it was approved, so I 
have to go back to the point when I was at the Export-Import Bank. 
You remember the Development Loan Fund is a transition from 
grant aid to lending. Certainly this is true in Taiwan because the 
major effort of the U.S. Government was and is today in the grant 
field. Weare going from the grant to a loan basis. 

The answer is illustrated in the large dam in the Philippines. 
When I was at the Export-Import Bank that started with the Philip- 
pine Government wanting to increase power output from the Agno 
River. They employed a group in Chicago to make those studies and 
those studies then were sent to the Export-Import Bank. That is one 
way it ishandled atthe DLF. It may be atransition from an activity 
in the ICA and then taken over by the Development Loan Fund in the 
form of a loan rather than a further grant. That was the case—the 
ICA did initiate the planning of the Shimen Dam. 

Mrs. Cuurcnu. Do you feel enough money has been obtained from 
all sources for the completion of that project, and is there a final esti- 
mate of cost ? 

Mr. Brann. I have not been asked to make judgment on that. I 
don’t. think at the time that the loan was approved that section 517 
was a part of the Mutual Security Act. But, if it was not made before 
the loan was approved by the Board of Directors, the loan agreement 
will incorporate the requirement you speak of. 

Mrs. Cuurcn. What is the criterion by which the decision is made 
that payment shall be made in dollars, as in the case of the Ingalls- 
Taiwan Shipbuilding & Drydock Co., or in local currencies? 
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Mr. Branp. The basis for that decision is that this shipbuilding 
company was going to earn some dollars and could pay it back in 
dollars. 

Mrs. Cuurcu. How do they earn their dollars? 

Mr. Branp. By building a ship for a country that will pay for 
the ship in dollars. ; f 

Mrs. Cuurcu. You have been generous with my time to make this 
statement. N SWE 

One of the puzzles I find constantly is placing the responsibility 
for the various grants or loans that have been made in the overall pic- 
ture. You go in and find so many millions loaned by this, so many 
millions given by that, and I have never been able to put my finger on 
who decides what is necessary and where it is obtained. Is that the 
responsibility of the Under Secretary of State? 

Mr. Branp. No, Mrs. Church. at is the most difficult job of all. 
It is hard, the hardest thing that we are confronted with. 

In the 6 years that I have been here in the DLF and the Export- 
Import Bank it was discussed every morning and every afternoon as 
to how we would make specific decisions—when a particular project is 
necessary, how much of the scope of the project should be involved, 
when we should try to get other nations involved in it, and where we 
stop in a given country at a given time. We have done as you do in 
your car: you put it in gear and you go forward for a while and then 
you go backward for a while and you stay in the intermediate area 
of not doing anything in a country because of economic pressures one 
way or another. It is a never-ending matter of decision and search 
for the proper answer. I certainly have every bit of—the word 
aes comes to my mind but it is not appropriate—the feeling 
that your question is a deep question that should have every possible 
search and imaginative approach. 

For my own part, I do not think I can give you a satisfactory an- 
swer, Mrs. Church. 

Mrs. Cuurcn. Do you have the necessary machine? 

Mr. Branp. We try to have the necessary machine. We now have 
at the DLF a Division of Economics. I think most of our loan officers 
are economists. The gentleman at my right, Mr. Hutchinson, is 
Assistant Deputy Managing Director for Operations. He isa Ph. D. 

The gentleman on his right, Mr. Lester Gordon, whom I know many 
of your committee knows, is an economist under Mr. Hutchinson. We 
have an engineering staff at the DLF Bank headed by a chief engi- 
neer who came from the Export-Import Bank with 11 years of ex- 
perience in this line of endeavor. 

We have a well-trained staff of lawyers. And we have a very capa- 
ble overall, well-trained staff of loan officers. 

The best you can do is try to correlate the best brains you have in 
the business. In addition to our staff we have also American in- 
dustry to go to, as well as the Export-Import Bank, and the profes- 
sionals in the International Monetary Fund and the International 
Bank. We try them all. We still have difficulty in always arriving 
at the right conclusion at the right time. 

Chairman Moraan. Mr. O’Hara. 

Mr. O’Hara. Mr. Director, I intend to direct my remarks to Africa. 
Before I do that, I want to make a comment. I hope that you do not 
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measure ability in this very important field exclusively by the doctor’s 
degree. Some Americans that stand high in the hearts and minds 
of people everywhere, Abraham Lincoln among them, had little 
formal] education. 

Mr. Director, I find in reading your statement that you speak of 
your trip, personal trip, I think, to the Far East. You speak of other 
areas, and then on page 13 you make a beautiful statement of your 
awareness of Africa and your good intent. Let us see to what extent 
you are meeting this awareness and fulfilling this intent. On pa 
40 of this presentation I find that relatively few loans have been made 
to Africa. Then I find that of 10 loans made, 5 are repayable in 
U.S. money. I find no comparable situation in any other area. Why 
is it half of our loans in Africa are repayable in hard money ? 

Mr. Branp. You have asked me three questions, as I understand it. 
The first one implies that I should have traveled to \frica. I felt 
I had done fairly well in doing about 50,000 miles in about 6 months, 
while reorganizing the DLF as I have demonstrated, and testifying 
some up on the Hill. 

I might ask myself where should these men who made these loans, 
and I did not participate in the African loans—where do they decide 
to stop making loans and in what countries, in order to make more 
in Africa? That is one approach. 

The second approach—I am going to give you my honest feeling— 
the reason we have not gone as strenuously in Africa as in other areas 
is that Africa is not now short of foreign exchange, relatively speak- 
ing, to our knowledge. They are short of currency incident to the 
payment of labor, the buying of equipment in their own country— 
which they do produce and not of foreign exchange. 

In other words, we are trying, for the most part, to answer the 
needs of a country for foreign exchange costs that may be paid for 
with dollars. When they have sufficient dollars for the most part and 
more than they do in other underdeveloped areas, it becomes difficult 
for us to give the consideration there that you do give in a country 
that is both underdeveloped and has a relatively greater shortage of 

ollars. 

The third portion of your question is answered in my response to the 
second—the reason that we request payment in dollars is that they 
have them available in the judgment of our people. 

And when that is true, I think the Congress wants us to get. the 
repayment made in dollars. That is not to be set up as a black 
mark or something against our contracts, if we get our money 
repaid in dollars. 

Mr. O’Hara. Mr. Director, you are erroneously taking my question 
as having been directed as criticism. I only am seeking information. 
Here in the Sudan you have made a loan of $10 million PASEO in 
15 years in U.S. dollars. This we are informed is to build a project 
for the construction of a textile plant with 50,000 spindles. Its prod- 
men eel be cloth which you state will be sold in its entirety in the 

udan. 

How, in selling the product in the Sudan, are you going to realize 
American dollars ? 
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Mr. Branp. I think the answer lies, Mr. O’Hara—I appreciated 
the fact that you are seeking information from me—— 

Mr. O’Hara. My questions are not hostilely intended even though 
my voice, being hoarse by a cold, may imply that. 

Mr. Branp. There is an American firm to whom we made the loan 
and they felt they were able, through their total operations, to repay 
the loan in dollars. When that happens, it does not seem that we 
are involved in anything that would be detrimental to the country of 
Sudan because Sudan has to agree to these foreign exchan ro- 
visions. By having to agree, Paes the Government is asked its 
opinion of these matters of foreign exchange. When they agree that 
the loan may be made in dollars, we do not argue with them and try 
to force it the other way. 

Mr. O’Hara. I am tremendoulsy heartened by it but I am wonder- 
ing how it will work out. The plant in the Sudan will produce some- 
thing that is sold entirely in that country, where the people do not 
have American dollars. Then how can the repayments be made in 
dollars? 

Mr. Branp. I assume that the arrangement adopted at the time this 
loan was made, and I say I assume, because I was not present—that 
the Sudan Government pressed the Development Loan Fund, demon- 
strating that in putting a mill of this kind in, it would save so much 
foreign exchange over and above that which it cost to import that it 
could well afford to repay the loan in dollars out of the hard cur- 
rency savings in foreign exchange which it would normally use in 
importing in the textile field into the country. 

fr. O'Hara. You are making a substantial loan to a New York 
bank, that in turn will make loans to industries in that area. In that 
case it is to be repaid in American money ? 

Mr. Branp. Of course, I guess the record cannot show the smile on 
my face, Mr. O’Hara. Exactly the same question came to my mind 
when I first heard about this loan. Liberia is a dollar currency coun- 
try. Itscurrency isthe U.S. dollar. 

Mr. O’Hara. I have been very much interested in your presenta- 
tion on Africa. I do not want to take more time. f 106 not criti- 
cizing. You have traveled 50,000 miles—I think it would be better 
if you had traveled some of that in Africa and less in the Far East. 

{r. Branp. I understood there were others who felt the same way. 

We will take a greater interest in Africa and I am going to come up 
and consult with you. 

Chairman Morean. Mr. Bentley. 

Mr. Hays. I suppose it would be fair to say that your interesis are 
in the Far East ind Minnesota? 

Mr. Bentiey. At the time your new procurement policy was an- 
nounced, what roughly was the total of outstanding loans under the 
Development Loan Fund? 

Mr. Branp. $845 million. 

Mr, Bentiey. Do you know what percentage of those had been 
used for procurement other than in the United States? 

Mr. Branp. I have no way of measuring that for all loans 
made before the policy was announced. We took a reading of the 
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disbursements that had been made up to, I think, October 31, and 
this is.a small amount of all the disbursements which would be in- 
cluded in the $845 million. 

The disbursements were about $100 million. The percentage fig- 
ure, if I recall correctly, was about 56 percent United States. 

Mr. Bentiey. 44 percent non-United States. 

Mr. Branp. Approximately; yes. 

Mr. Bentiey. Of the 44 percent non-United States, was any sub- 
stantial part of it channeled into any particular country ? 

Mr. Branp. Yes; we have that broken down for you if I can find 
it. We will respond to that in a moment. 

Mr. Bentiey. Was it the habit of many recipient countries to take 
dollar loans and then go out and find where they could get the most 
return for those dollars? 

Mr. Branp. I think that is always the case. 

Mr. Bentiey. How will that be changed as a result of this new 
procurement policy ? 

Mr. Branp. I feel the loans thus far under the new procurement 
policy will run some place in the neighborhood of 80 percent U.S. 
procurement. 

The figures you asked for, Mr. Bentley, are these approximately; 
and I will submit it for the record if you would like. It is figured up 
to October 31. It shows, for disbursements: Europe, $28,897,000, or 
34.5 percent. You can almost say that Europe is 80 percent of all the 
non-U.S. disbursements. That consists of the United Kingdom, 
Switzerland, Germany, France, Netherlands, Italy, Belgium, and Fin- 
land. Japan was 6.8 percent of disbursements. Japan and Europe 
make up pretty close to 41 of the 44 percent which was identified as 
non-United States. 

Mr. Benttey. I am not sure, Mr. Brand, I understood the answer 
to my last question, which was: To what extent will this now be 
changed as a result of your announcement of your new procurement 

olicy ? 
7 Mr. Branp. We have not any way to forecast just how much it will 
be changed because you have to know the wishes of the borrower and 
whether or not he can obtain satisfactory financing in the other coun- 
tries to know what the answer will be. We see some change and are 
here to report it. 

Germany is becoming very active; as an example they financed the 
Rourkela steel plant in India by requiring two-thirds payment in 
cash before it was finished and the balance of one-third in 2-year 
terms. They renegotiated those 2 years to 12 years but the two-thirds 
still remain in cash. 

Now, the Germans are talking 10- and 15-year terms with an in- 
terest rate of 6 percent. I am happy to see them do it. It takes 
some of the load off our shoulders. Instead of our financing, as I 
said .a moment ago, the German exports, they are starting to do it 
themselves, in a manner that is on more reasonable terms in the under- 
developed areas. 

‘ i bo ata Joan disbursements, by country and major commodity, 
ollow: 
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DLF loan disbursements, by source country and major commodity, 
as of Oct. 31, 1959 


Amount Percent of 
(thousands) total 
analyzed ! 


(a) By source country: 
United States 
Europe: 

United Kingdom 
Switzerland 
Germany 


_rerpps £ 


ll ReEMoowranwas o 


Italy ..-- 
Belgium 
Luxembourg.- 
Finland... -..... 
Other Europe. --- 


(6) Other regions and countries: 


. cs. 
-aAow 


Total disbursements analyzed 
Disbursements not analyzed 


Total loan disbursements, Oct. 31, 1959 


(c) By major commodity type: 
Railroad and transportation equipment 
Motor vehicle engines and parts...............-. 
Railroad track materials, wire 
Miscellaneous project items 
Industrial machinery 
Crude steel, ingots, bars, sheet 
Construction, mining, conveying equipmen 
Technical services, all types 
Generators and motors 
Ocean transportation 
Electrical apparatus 
Lumber and sawmill pro@ticts. . .. 2... 2.5 cnc cnn cece cece ccc c eeu 
Parts for agricultural machinery 
Appliances and parts 
Tractors under 50 horsepower 
Iron and steel mill material 
OOETIEE COUNEROUSIID So oon ds cent ns acccscpcubstnddwulteseebthamemsdeadse 


- « MPF PPhearE 


Total disbursements analyzed 
Disbursements not analyzed. 


Total loan disbursements, Oct. 31, 1959 


1 Information secured from analysis of data included on suppliers certificates provided in connection with 
submission of vouchers for payment. As of Oct. 31, 1956, 65.8 percent of DLF disbursements were covered 
by suppliers certificates. 


Source: DLF budget, Jan. 18, 1960. 


Mr. Bentiey. To what extent will the borrowing countries be 
limited with respect to the dollar loans that they were not limited 
before as a result of this new policy ? 

Mr. Branp. To answer that question, and I am trying very hard 
to be responsive, but I do not have a crystal ball big enough to look 
into this other $795 million of purchases and see how they will come 
out because some have not been made yet. 

The trend will probably be that the 56 percent U.S. procurement 
will ultimately reduce and more procurement will be in Europe and 
less in the United States because of one important factor. Railroad 
equipment, which figures heavily in the first disbursements we made, 
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is a pretty competitive U.S. industry. So is highway equipment and 
machines for dams and irrigation purposes. That comprised a good 
part of this early equipment. I say this advisedly. My guess is that 
of the undisbursed amount of the loans approved before the new 
policy that the purchases will tend to be more offshore than in the 
United States. To what extent I have no way of knowing. 

Mr. Bentiey. Mr. Brand, I may be a little stupid on this, but the 
new procurement policy I understood was announced for the purpose 
of putting more procurement into the United States. You tell me 
now the effect will be the reverse. 

Mr. Branp. I misunderstood your question. I thought you were 
talking about the amount remaining to be disbursed under loans ap- 
proved prior to the new policy. Of the loans made since, I answered 
that a moment ago, I thought, by saying 80 percent would be U.S. 
procurement. 

It is 80.5 percent of the new loans that are U.S. procurement, 

Mr. Bentiey. Since the announcement of the procurement change? 

Mr. Branp. I will insert in the record as exhibit B—it is under the 
title “Loans Approved Since Announcement of the New Procure- 
ment Policy.” It gives you a breakdown of the loans in each country 
and it shows the percentage of U.S. procurement. 

Mr. Bentiey. What ground rules have you established as a result 


of the procurement change that has resulted in this and to what extent 
is the borrowing country limited to the extent of the use of its dollars 
that it has borrowed from the Fund that it was not limited prior 
to the policy change? 

Mr. Branp. Prior to the policy change it was not limited. It was 


a free choice. We have established no ground rules since. We merely 
say our requirements are that primary emphasis will be placed on 
purchases in this country and there are some exceptions that we will 
note. I will give you an example of an exception. 

Say, as was the case of a recent loan in the Far East, they want 
to put in a small telecommunications system. They already had one. 
They were joining up to a prexisting system. Eight percent of the 
new equipment would not fit because of the standards and specifica- 
tions of U.S. telecommunications system, would not work in their 
system. 92 percent United States would. So we recommended to the 

oard that 8 percent be bought in Belgium where other equipment 
came from—— 

Mr. Bentixy. You do not have any hard and fast cutoff as far 
as cost differential is concerned ? 

Mr. Branp. No. 

I would like this off the record. 

Chairman Morean. Off the record. 

(Discussion was off the record.) 
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Loans approved since announcement of new procurement policy 


U.S. pro- Percent 
Amount 
Country Project (thousands)|(Nousands)| curement 
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ih caneccl” SIGE MEOUIOUIR. Ssicdciwhscvkecddewebsnenesicods $250 0 0 
Ecuador......- etenel BION on 6 iti onderepeeprreareeiabeoh 5, 300 $5, 300 100.0 
WOE costesedan Aguaytia-Pucallpa Highway-.--...-.-.....-.-...-- 3, 500 3, 500 100.0 
Pakistan. .....- eS aaa ee 22, 000 22, 000 100.0 
Morocco. ..-..- SE TEIN «Sn endchnulittnacedeacdhiessedscsocs 23, 000 2, 000 8.5 
Greece___....-- Acheloos hydroelectric. .............-----.---.--.- 31, 000 31, 000 100.0 
oe rr ee eee 6 ee ee 5, 900 5, 900 100. 0 
pe ee RS ee eee eee 2, 600 2, 500 100.0 
Gpete...2i.<.- Union Electrica Madrilena......-.............---- 3, 900 3, 900 100. 0 
Le ons TO COIS incre ccepnedeganqpincdcan@sncensnose 450 450 100.0 


Source : DLF budget, Feb. 29, 1960. 


Chairman Morean. Mr. Coffin. 
Mr. Corrin. Thank you, Mr. Chairman. 

Mr. Brand, I have been impressed by the extent to which you have 
immersed yourself in the activities of the Loan Fund since you have 
been around, and although I have very serious reservations about the 
ultimate impact of the tied loan policy, I think you have already done 
some good things in the Fund. For example, there is the auditing 
setup in the Fund where you used to rely on ICA auditors entirely 
and now you have, as I understand it, a setup within your own 
organization for this. 

I wonder, is it permissible to talk about the contemplated loan 
involving the Turkish steel mill for which, as I understand it, an 
application has been filed ¢ 

Mr. Branp. Yes. 

I stated, I believe, before you were able to come in when I reached 
the private enterprise sector here, that I would like to mention, myself, 
several examples of the trend in the Development Loan Fund. I am 
very happy to discuss it if you want to. 

I did not mention it, no. 

Mr. Corrtn. I would be willing for you to use my time in talking 
about this experiment. I had the opportunity to talk with some of 
the American businessmen who have been involved and also some of 
the Turkish officials. I think the committee would be very inter- 
ested in what really isa new departure in terms of the joint enterprise. 

Mr. Branp. The project is based on the construction of a new steel 
plant in Turkey. They now have one. It is a Government steel 
plant. When I was in Turkey several of'their officials asked me if 
we would accept an application to finance the Government of Turkey 
in the’ building ofa new steel plant. I told them no, I did not 
think we would be in a position to do that. 
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I pointed out to them that they had some 900 or so steel fabricators 
in Turkey who were in the private sector and should be the nucleus 
of the construction of a steel plant by taking some participation in 
equity capital, and that I felt American industry might be interested 
if the Turkish Government were so minded to join together the in- 
dustry of the United States and its people with the people of Turkey 
with some assistance by the United States Government and some 
assistance by the Turkish Government, although our assistance would 
be only in the form of a loan. 

That seed seemed to grow and the Turks had conferences with the 
Westinghouse International Co., the Koppers Co., Blaw-Knox, the 
Chase International Bank, the international element of the Chase 
Manhattan Bank, and growing out of this a company has been formed. 
About 25 percent of the equity will be United States, 25 percent will 
be the private people of Turkey—actually a little over 25—making a 
total of 52 percent, and the balance will be taken by the Turkish Gov- 
ernment and the Government taking a position to sell the stock to 
the private people. 

The balance of the plant will have some European component. We 
are not sure yet as to what it will amount to, maybe $25 million, 
and the balance of foreign exchange costs in the neighborhood of 
somewhere around $100 million through the facilities of the American 
private capital, as I explained, Chase Manhattan, and the American 
industries who are contributing and the Government sources including 
Development Loan Fund. 

That is an instance where the transition has occurred from a nation- 
alistic standpoint to a recognition of how we would go about this thing. 
At least it is a prominent first step, Mr. Coffin. I know that these 
industrialists are very enthusiastic about it. They are going into it 
wholeheartedly. 

I personally feel that when American industry goes abroad it takes 
with it the philosophy of our own free enterprise system. It does more 
than take its own equipment. In this case they will stay and partici- 
pate in management for a great number of years. 

Mr. Corrin. Has this been accepted by the Turkish Government? 

Mr. Branp. Yes. The Prime Minister has even taken a part in 
selling some of the private stock and is very enthusiastic. 

Mr. Corrtn. On another subject, has the new policy—it is perhaps 
inaccurate to refer to it as tied loans but the American preference 
where other things are equal or nearly so—has that resulted in a delay 
in processing your applications? That is, when we concentrate on 
the backlog of your uncommitted funds, is part of the backlog to be 
explained by a longer period of time because of this policy ? 

Mr. Branp. In screening new loans, the answer to your question 
is “Yes,” it has resulted in some delay because it was only fair to 
everybody concerned that we take some time and explain just what we 
meant by this policy. The delay I don’t think has had any bad 
influence at all. Some of the countries welcomed the opportunity to 
talk to officials of DLF and waited for that opportunity before they 
made up their minds. But for the most part there has been no 
untimely delay. 

Mr. Corrtn. This isa one-shot delay ? 

Mr. Branp. That is all. 
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Mr. Corrin. Mr. Chairman, I have one final question. That is on 
the loan, the $20 million loan on page 92 for the purchase of steel in 
India. The purpose of this is to finance foreign exchange costs of 
steel. If you look narrowly at the criteria and look at the third 
criterion in the law which is stimulation of productive capacity or 
growth potential, this is difficult to justify. 

I wonder what the rationale of the DLF has been in approving 
that loan? Is it a peculiar situation, being of peculiar strategic im- 
portance to India or what is the reasoning for it ? 

Mr. Branp. I think the answer cannot be confined to just one part. 
It isa combination of several things. 

One, that we were trying to fill a gap in the financial life of India 
at a certain moment in her life. In other words, she had undertaken 
this 5-year plan and she had got about 3 years underway and ran short 
of foreign exchange. The whole thing was grinding to a slow stop. 
It wasn’t just the United States that came to her assistance, but a 
multiple activity took place engaging many of the major industrial- 
ized countries of the free world, so that India’s industrial production 
and growth just wouldn’t stop. 

Secondly, we were a part of the ICA when the first Indian loans 
were made. There was a transition period between the time when 
our money could be used on a complete project basis. Now, a project 
is something, to my mind—if you look in the dictionary it is hard 
to see the difference between a project and a program—but I say a 
project has a definite start and ending. 

India was building three new steel plants and doubling the size 
of one other. During that period steel was needed by fabricators 
who were building locomotives, and trucks—those intermediate in- 
dustries under this big steel industry had to keep growing in order 
id to take the capacity of the steel production from the new 
plants. 

Again a transition period, but one with a definite ending and one 
with a definite beginning. 

In the judgment of those who exercised judgment at the time these 
loans were made, these factors were important. They would be in 
my mind today and in the negotiation of a new loan this year. But 
we, for the most part, are about through with this type of thing. I 
think our whole conception of any future engagement in India is on 
the basis of projects after 1961. 

I am speaking of 1962. Those are the factors under consideration. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. May I pass now ? 

Chairman Morean. Mr. Murphy. 

Mr. Murpuy. Mr. Director, I note like Mr. O’Hara, the chairman 
of our subcommittee, that you have approved loans for eight countries. 
I was rather surprised not to see—— 

Mr. Branp. Iam sorry. I don’t hear you quite well. I heard you 
say you have—— 

Mr. Murpny. I said, like my chairman on the African Subcom- 
mittee, I am interested in Africa. I note that loans have been ap- 
proved for eight countries. I am surprised that I do not see the 
ae ete Have any applications been made by the Republic of 

uinea 


51905—60—pt. 2 6 











276 MUTUAL SECURITY ACT OF 1960 


Mr. Branp. There have been none. 

Mr. Hays. Will the the gentleman yield ? 

Mr. Murrpny. Yes. 

Mr. Hays. I have done some rapid calculation on the subject of 
Africa. As you probably realize, when you speak of Africa, there 
are two terminologies. There is Africa south of the Sahara and then 
there is the fringe along the Mediterranean, which really is more as- 
sociated by geography, finance, civilization, and everything else, with 
Europe. 

In Africa south of the Sahara, if my arithmetic is correct, you have 
approved a total of $16,740,000 as against $32,486,000 for the island 
of Taiwan. 

You can take this as being critical or any way you like. I mean it. 
I think you are not doing a job in Africa that you ought to do given 
the strategic importance of Africa over against the strategic im- 
portance of Taiwan. 

Mrs. Botton. Will the gentleman yield ? 

Mr. Hays. It seems to me there is too much emphasis on one and 
not enough on the other. 

Chairman Morean. It is Mr. Murphy’s time. 

Mr. Morpny. I will yield. 

Mrs. Bouton. Thank you. Mr. Murphy, I think one always has 
to remember that Africa is very far behind us in so many things that 
one has to figure carefully whether she is able to take in more, whether 
she can actually use more. The fact that we are not getting anywhere 
with Guinea is perfectly understandable because we left Guinea out 
in the mire and Russia picked her up. 

Mr. Morrny. That was my point. Guinea turned to Russia when 
the United States did not give any aid. 

Mr. Hays. Will the gentleman yield further ? 

Mr. Mourrny. Yes. 

Mr. Hays. I would, in principle, agree with you, Mrs. Bolton, but 
take the country of Ethiopia. I will be glad to debate with anybody 
the ability of Ethiopia to absorb loans compared to the ability of 
Taiwan. Here is a vast country that stands at the bridge that Russia 
is trying to capture. If I can read this thing correctly, we have made 
one loan of $14 million in Ethiopia against $3214 million in Taiwan. 
I think the figures are out of balance. 

Mrs. Botton. I am not arguing against you. 

Mr. Brann. I might comment, Mr. Chairman. My observation is 
that coming up to your committee is tremendously helpful to us. We 
get the views of all of the members of the committee. That is very 
helpful, but in relation to this question about Africa, I should note 
that we haven’t made a single loan in Mexico and I think Mexico is 
pretty important next to the United States. 

There is a good reason. The other agencies and private capital are 
able to handle current requests from Mexico and that happens to be 
true to a great extent of Ethiopia today. 

Chairman Morean. Off the record. 

(Discussion off the record.) 

Mr. Mourruy. I think, Mr. Director, you should come before the 
Subcommittee on Africa and explain the program in detail. 

Mr. Branpv. And I think I will get some education I need. 
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Mr. O’Hara. And bring Hart Perry with you. He is from Chi- 
cago, you know. 

r. Futton. Off the record. 

(Discussion off the record. ) 

Mr. Jupp. On this new policy of using more of DLF loans for 
procurement in the United States, I think this additional factor ought 
to be considered. 

If we give a country $100 million and with it they buy commodities 
in Germany, no taxes come back to the U.S. Treasury from that. If 
we were to give $150 million and they bought the locomotives or other 
things in the United States, probably $50 million would come back to 
the United States in taxes. Sothe cost to the Treasury would be about 
the same and the benefits to the recipient country the same. The 
benefits to Americans would be greater. 

Mr. Hays, Will the gentleman yield? 

Mr. Jupp. Sure. 

Mr. Hays. We could debate this for a long time. I am sympathetic 
to your point of view to an extent. They are asking $700 million, 
80 percent of which is going to be spent in the United States. It is 
$560 million that is a subsidy to American industry. We can’t sub- 
sidize agriculture but we can subsidize industry. 

Mr. Jupp. I don’t regard it a subsidy for industry. It subsidizes 
labor just as much. If industry gets $700 million, perhaps $600 
million of it will go into wages. It is usually 70 to 80 percent of 
costs that goes for labor. My point is that the new plan does not 
necessarily cut down the amount of commodities those countries will 
get. We could afford to appropriate more money and it wouldn’t 
cost the taxpayer any more in the end when we consider the return 
in taxes. 

I would like to ask Mr. Brand about this loan, that has recently 
been announced, to Indonesia by Mr. Khrushchev. How do you rate 
the terms the Soviet Union makes on its loans of this sort as com- 
pared or contrasted with the ones we make, both from the economic 
standpoint and the psychological standpoint ¢ 

Mr. Branp. I have two feelings on that. They are sort of mixed. 

One is that I operate from a lack of knowledge because I don’t 
believe the terms that the Russians announce are the terms. I have 
never found exact proof that they were the terms. The 214 percent 
interest is made up of whole cloth because the Russian economy is 100 
percent owned by the government. An interest rate means nothing. 

They can put it in the price or do anything they want to with it. 
They are not disciplined by the profit motive as American business is. 
In trying to conceive what our competitive terms are to those offered 
by Russia, I find it very difficult to know just what they are doing. 
But the second part is that, regardless of their cheap interest terms, 
they don’t normally make a loan repayable in the currency of the bor- 
rowing country. That is the important point, that the United States 
is well ahead of any terms that they are offering, if you are speaking 
of all those terms. 

May I just take a moment, not of your time, but of mine, Mr. Chair- 
man, to comment again on your mention of the fact of the tied loan 
policy. This is a quotation from the newspaper. 
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Mr. Hays, I think it is an Ohio newspaper from Urbana, Ohio, so 
it might have some prejudices involved. The man who made the 
statement is prejudiced, of course. He is the Ambassador from Korea. 
If the newspaper quotes him correctly, and I assume it does, he says— 
We are happy that you recently insisted that countries receiving foreign aid 
funds use the majority of these funds to buy American-made machinery. It 
will keep your economy sound and enable your own people to pay taxes that 
have been helping nations such as ours and that is very important to us. Re 
member your Government produces no money and has none that it does not 
first take in taxes from your own people. 

Then he added that the Koreans would rather buy American goods 
anyway because they last so much longer. 

That is similar to the comment I received in Turkey, received in 
Taiwan, and received in Pakistan. 

If you will permit me, Mr. Chairman, to make one other observa- 
tion, and that is relative to Taiwan. I had never been there. I think 
I had some prejudices, myself, regarding this little land located right 
next to the Red Chinese coast, and wondered why did we do so much on 
that island. After being there and traveling throughout the island, I 
changed my mind. There are about 11 million people there. They 
do have talent. That was the great distinction in the days of the 
Marshall plan. It was a wonderful plan and did fine work. What 
we did was ship the fruits of our free enterprise system to Europe, 
the equipment, and we didn’t ship the talent because it wasn’t neces- 
sary to. 

In so many undeveloped areas it is necessary for us if we are going 
to get the benefit of our free enterprise system not only to ship the 
material fruits of our economy, but our talents as well. You can’t 
quite do it if you permit your loaned money to purchase the goods of 
other countries, because then you are shipping the talents and goods of 
their country. In Taiwan these 11 million people, as I understand, 
live on an area that is so small that they have the greatest population 
per square mile of tillable area in the world, without exception, and 
this includes Java. That is over 3,000 people per square mile of tillable 
land, and yet they today are producing enough to feed themselves, 
for the most part, and export food. That is a tremendous step forward 
from 1946 ‘din the Japanese evacuated the island, and we and every- 
body else sent food to keep these people. It evidences the tremendous, 
the real surge of economic progress in a people. I have always felt 
one of the greatest things about the United States is that we are able 
to feed ourselves and produce a surplus, and I don’t look upon that 
surplus as bad as do some people, although I am heavily engaged in 
farming. It demonstrates in Taiwan what these people are trying to 
do. They have the talent, and they have the resolution. 

In the industrial side of it, they are coming along very strong. It 
is amazing how 11 million people have put their backs to the wall and 
are doing something. 

We are again moving in a transition from grants to loans, and in 
the grants program what we started to do was to help build Taiwan. 
We are doing it. I fail to see that it is the time to stop and under 
our foreign policy guidance it is not the time to stop. The program 
will continue. 

Mr. Hays. I will answer the foregoing speech which was directed 
tome when my next 5 minutes comes. 
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Chairman Morgan. You have 1 minute, Dr. Judd. 
Mr. Jupp. I would like to make an additional point on this matter 
of spending your loans for American goods. We ran across it in three 
countries last fall. Much of the purpose of our programs is to win 
eople to our side, and show that American equipment is good stuff. 
t is important for them to see good machinery that is marked “Made 
in America.” For example, in one country, it could use our loan to 
buy a powerplant made in the United States or in Germany. The 
people who see “Westinghouse” on it for the next 50 years will say, 
“That good dynamo was given us by the United States.” But if the 
dynamo is marked “Siemens” of Germany, while the local people right 
now and for the next few years know that the aid came from the 
United States, people during the next 50 years will see the label and 
think how wonderful that Germany gave it tothem. I think this isa 
factor we have to consider. 

We are not doing the ICA program solely out of humanitarianism. 
We are doing it in order, among other things, to impress people that 
it is to their advantage to go with us. When we put in that kind of 
good American equipment, it is an intangible that we cannot weigh 
in dollars and cents, It is an important factor that ought to be con- 
sidered by you in making decisions, including the kind that you did 
when you decided to have more of your loans spent in America for 
American products. 

Thank you. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastockt. I presume the Indus Basin project was thoroughly 
discussed. Nevertheless, I shall ask a few brief questions on this sub- 
ject. The participating nations are not going to require tied loans? 

Mr. Branp. That is correct. 

Mr. Zasiockt. The entire project is going to cost a billion dollars? 

Mr. Branp. It is in the neighborhood of a billion dollars. Its exact 
cost has not been determined. The Pakistan costs are something under 
$900 million. 

Mr. Zastockt. One-half of the cost of the Indus Basin will be 
financed by U.S. loans? 

Mr. Branp. About 27 percent in U.S. dollar loans and grants. Lo- 
cal currency, principally Public Law 480, will amount to another 22 
percent. 

Mr. Zantockt. What is the breakdown of the amount—how much 
of it will be in loans, how much in grants—— 

Mr. Branp. May I take this off the record for a moment? 

Chairman Morean. Off the record. 

(Diseussion off the record.) 

Mr. Branp. The figures are in the IBRD release. Australia, 6,964,- 
000 Australian pounds. Canada, $22,100,000. The next is Germany, 
126 million deutsche marks. New Zealand, £1 million. United King- 
dom, £20,860,000. The United States, $177 million, in grants, and 
$103 million in loans of which $70 million would be used in Pakistan 
and $33 million in India. Then, in addition, this is all in foreign 
exchange, this is dollars, in addition, $235 million equivalent, in local 
currency—local currency in our hands, which we are going to loan 
back to them. 

Mr. Zasiocxti. Local currency accrued under Public Law 480? 
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Mr. Branp. Yes. 

Mr. Zasxiocki. The 103 million is the total dollar amount in- 
volved 

Mr. Branp. For both parties. We are now actually considering 
only the Pakistan contribution. We have not had a consideration 
of India yet. I understand their application will be in the order of 
$33 million. 

I should mention the loans are to these countries. We are not 
loaning the World Bank anything. This is to the countries. The 
World Bank is planning to participate to the extent of $103 million. 

Mr. Zastocki. I understood you to say the loans will be from the 
Development Loan Fund. 

Mr. Branp. $103 million. The grants—— 

Mr. Zastockt. In Secretary Dillon’s presentation he said the Indus 
Basin loan would be under the administration of International Bank 
for Reconstruction and Development. 

Mr. Branp. Administration of it will be under the International 
Bank, but the loans will be directly from the Development Loan Fund 
to Pakistan and to India. 

Mr. Zasiocki. I presume the committee has obtained an adequate 
explanation of just why the administration of these loans had to be 
seein to IBRD and not managed by the Development Loan 

und. 

Mr. Fuuron. I have gone into that section 404 before you came in. 

Mr. Zastockr. Are you satisfied with the explanation ? 

Mr. Branp. I went into it in considerable detail, and I will be glad 
to repeat it. 

Mr. Zasiocki. If it is in the record I will read it. 

Mr. Brand, on page 16 of your statement, at the bottom of the page, 
you state: 

In preparing this request (for the Development Loan Fund amount), we have 
taken into account an anticipated rise in capital available from international in- 
stitutions and other nations. We have assumed that the Inter-American Develop- 
ment Bank will undertake some of the lending in Latin America during fiscal 
year 1961, which the Development Loan Fund would otherwise assume, that 
the International Development Association will not commence operations until 
late in the year, and that our efforts to increase the contributions of other 
industrialized nations to this effort will be substantially successful. 

Are we to conclude that if it were not for the Inter-American 
Development Bank, the International Development Association, and 
the contributions of other industrialized nations, that your request for 
the DLF would be higher than $700 million ? 

Mr. Branp. That is correct, Mr. Zablocki. 

Mr. Zastockt. The Inter-American Development Bank, you state, 
will undertake some of the lending in Latin America which the Devel- 
opment Loan Fund would have to assume ? 

Mr. Branp. Yes. 

Mr. Zastocki. There are different requirements for loans under the 
Inter-American Der?lopment Bank and the International Develop- 
ment Association, than under the Development Loan Fund. The DLF 
is considered to be more liberal. The loans are so-called soft. loans. 

Mr. Branpv. Some people say “soft.” I am saying that with a smile 
on my face because every loan we have made has been just as hard 
from the standpoint of engineering and ‘economics as the hardest of 
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the dollar loans. There is no difference. The difference is in the 
repayment terms of the loan, particularly the currency repayment. 
And that is the test for the softness or hardness of the loan. 

Mr. Zastockt. Is there any competition between the three lending 
agencies 

Mr. Branp. The other two aren’t engaged in lending as yet, the 
Inter-American Bank started 2 weeks ago, and they are setting up an 
office here in Washington. I assume—I make this in the way of an 
assumption and I would be happy if the committee would give some 
consideration to speaking to this—at the time the Development Loan 
Fund came into existence, you referred specifically in the act to the 
Export-Import Bank, and the World Bank as agencies with which we 
were not to compete. Now, do you mean to include IDA and include 
the Inter-American Bank, and if they are ready to act do you intend 
that we wait and see if they would go ahead with it. I assume we 
would still be down at the bottom of the ladder, with them included. 

I am assuming that is the case. I am only making the assumption 
without the benefit of the congressional intent. The answer, to be 
directly responsive, is that if they are prepared to make the loan, we 
would not do it. 1 

Mr. Zastock1. You are making loans at the present time in Latin 
America which if the Inter-American Development Bank were in 
operation the DLF would not be making? 

Mr. Branp. That is correct. 

There is another point to that, and that is none of us can see that 
the Inter-American Bank will meet all the demands from Latin 
America for legitimate projects—loans for legitimate projects. Its 
resources for the next year and a half are only $150 million. They 
can meet some. To the extent that they do meet them, we will not. 
Our philosophy is not to ask the world to increase its efforts in the 
underdeveloped countries so that we can decrease ourselves, that is not 
our philosophy at all. We want to do our share, and go on with what 
we have been doing. But we try to encourage them to do more than 
they have been doing. That doesn’t mean a restriction or less activ- 
ity on the part of the Development Loan Fund. In fact, we suggest 
an increase in our magnitude of $150 million over the amount provided 
last year for this very reason. 

Mr. Zastockr. Mr. Chairman, I would like to return to the Indus 
Basin project. 

How much of the other participating nations’ contributions are 
grants? 

Mr. Branp. All of them are grants. 

Mr. Zastockt. All of them are grants ! 

Mr. Branp. That is my understanding. 

Chairman Morean. Did you have a question ? 

Mr. Hays. I just wanted to say in reply to that rather long state- 
ment of Mr. Brand’s, that I couldn’t agree with you more about the 
shift of emphasis from the Marshall plan concept to the emphasis 
needed when you are dealing with underdeveloped countries of the 
world. When I find anything in this administration that is worth 
praising, which is seldom, I want to praise it. 

_ You are the first man in the administration that I know of in the 
times that I have been present who has said or admitted that he 
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realized that you needed a different concept in the approach to putting 
a civilized, Western-type civilization back on its feet after the destruc- 
tion of war and going into an underdeveloped country and trying to 
develop a civilization. This is one of the things that I have been 
harping on for a number of years. 

I am very happy to have you make that statement because I think 
finally that the thing that this committee, and I am not the only one 
who has said this, has been preaching, is finally sinking in downtown, 
and that is all to the good. 

The one thing I would take some issue with you on is what you 
said about Taiwan and the policy direction of the administration. I 
am sure you are acting under policy direction, and I would be surprised 
and amazed if the policy direction was any other way, because the 
American people have been brainwashed for a long time about Chiang 
Kai-shek. One of the thingsI will never be able to get out of my 
mind is the demagoguery with which the President approached this on 
his very first address to Congress, in which he made the famous state- 
ment about unleashing Chiang Kai-shek. The American people still 
think some day, and they are being led to think every day that Chiang 
Kai-shek will invade the mainland. 

I think you and I know this is never going to happen. If we want 
to spend a modest amount to maintain Chiang in the style to which he 
has become accustomed over a long period of years with American aid, 
that is one thing. I wouldn’t disagree too strongly with that. When 
you continue to spend more money there than in areas of the world 
where there are real strategic values involved, and where the future 
of this country may depend, then I take issue. At least until after 
November I think the deception has to be kept up that Chiang is a 
great force on which we can depend. 

Of course, I realize that I will be criticized for what I have said, 
but if I had said 5 years ago that there would be a Communist-domi- 
nated regime in Cuba, I am sure people would have said I was crazy. 
I was told in polite language by Mr. Dulles that I was crazy when I 
suggested that maybe there might be a possibility that the Baghdad 
Pact wasn’t in such good shape because the people of Iraq weren’t too 
solidly behind the regime. I almost got frightened by what a prophet 
I turned out to be. 

All of this is in the future. If we have to bulwark this regime to 
stay on Taiwan, that is one thing. Let us say that. Let us not kid 
ourselves, or anybody else, that we are building up a great force that 
will someday invade the mainland. I don’t think that, and I don’t 
think anyone who is honest with himself thinks that. 

Mr. Branp. I accept the Congressman’s admonition that I should 
not make a speech. I realize I should not make a speech, and I 
apologize—— 

Mr. Furron. You should just yield to Dr. Judd and reduce his 
blood pressure. 

Mr. Hays. I will stay around and speak after Dr. Judd, if neces- 
sary. 
fr. O’Hara. Before the speeches start, may I ask one question? 

Chairman Morean. The witness has not had an opportunity to 
answer the question. 
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Mr. Branp. I did want to make one more observation. I will try 
to make it a short observation. 

Mr. Hays. May I say before you answer. I didn’t ask a question, 
I just made a statement. 

Mr. Branp. I do get wound up and overenthusiastic. I am tremen- 
dously enthusiastic with what I am doing with the Development Loan 
Fund, and I don’t quite apologize for being enthusiastic. I only 
apologize for talking too much about it. 

Mr. Jupp. Mr. Chaireenss I think the record today ought to show, 
No. 1, that the President of the United States never spoke before 
Congress of unleasing Chiang Kai-shek. That is a handle put on his 
remarks by the newspapers. 

Mr. Hays. He used the phrase that he had taken the 7th Fleet out 
of the Straits of Formosa where it was protecting the Communists. 

Mr. Jupp. He changed the fleet’s orders so as to remove the ban 
against any attack by Taiwan upon the Communist mainland. 

Mr. Hays. Put it back on pretty quick, didn’t he? 

Mr. Jupp. I don’t know that he ever put it back on. 

Mr. Hays. It was back on within a year. The Secretary has testi- 
fied here a dozen times. 

Mr. Jupp. It didn’t need to have a ban on. The effective ban was 
lack of Nationalist strength to attack. The Generalissimo said that 
publicly. Doubtless he didn’t like to say it because part of the greatest 
value of Taiwan is the beacon of hope and boost to morale that the 
existence of some part of China as a free country gives to the people 
back on the mainland. 

When some here charged that he was trying to get us into war b 
using Quemoy and Matsu as stepping stones to invade the mainland, 
he said that they were not that foolish. When the day comes that he, 
and I, believe will come, that there will be uprising on the mainland to 
whose assistance he can go, the last place where he would try to land 
on the mainland would be opposite Quemoy and Matsu, where the 
Communists have built up the strongest defenses. In effect, he was 
saying that the British will attack with cannon ahead of them, cannon 
to the right of them, and cannon to the left of them, but that the 
Chinese won’t. It would be foolish. 

Mr. Hays. That is pretty plain he doesn’t go in with his cannon to 
the head of them but to the rear of them. That isthe way he came out. 

Mr. Jupp. I think it ought also to be in the record, that we are not 
supporting or giving this assistance to Taiwan because of Chiang Kai- 
shek. If he were dead tomorrow, that wouldn’t change the importance 
of Taiwan. The strategic defense of the United States is dependent 
in no small degree on this keystone of the island chain from Alaska 
through Japan, Okinawa, Formosa, Philippines, to Australia. If the 
keystone goes out, the chain could collapse. 

Mr. Hays. In the days of ICBM’s that is our strategy. 

Mr. Jupp. We are trying now to save the countries around China. 
There are 14 peninsulas or island groups coming out from China, from 
Korea and Japan to Afghanistan. If we let free China go down or 
we abandon her, will any other ally trust us? We will soon lose Korea, 
Japan, the Philippines, Vietnam, right down the line. 

r. Hays. Iam not advocating letting her go down, but I am saying 
let us not overemphasize it. 
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Chairman Morcan. Are there any other questions on Development 
Loan Fund ¢ 
Mr. Jupp. We are trying to defend the United States, not any one 


person. The question I would like to put to you is this 

Mr. Branv. May I make a comment off the record ? 

( Discussion off the record.) 

Mr. Jupp. Mr. Brand, you said the major difference between De- 
velopment Loan Fund loans and those made by the other lending 
agencies, is that yours are repayable in local currency, but that they 
are just as hard in the sense of being sound. They are for projects 
that will pay off. Is there not also a further factor that we give De- 
velopment Loan Fund loans for projects that are sound but which may 
be in countries with heavy political risks due to instability or danger 
of war? A private bank, or the Export-Import Bank might not be 
willing to take that risk. The loans will pay off if the country is 
there 20 years from now. 

Mr. Branp. I agree with your observation. That is the general 
feeling that we have, that there is a distinction between the Ex-Im 
Bank and the Development Loan Fund based on legislation that the 
Export-Import Bank shall have reasonable assurance of repayment. 
We shall have a prospect—I think that is the word in the statute—a 
prospect of repayment. Both loans may be for sound, economic proj- 
ects. Both loans may be repayable in dollars, without repayment in 
local currency involved. And yet the risk is such that we should take 
it instead of the other agency use we operate with appropriated 
funds, as you know, instead of borrowing from the Treasury. 

Mr. Jupp. It is not an economic risk, it is a political risk? 

Mr. Branpv. That is correct. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Mr. Director, my curiosity was along the line of Dr. 
Judd’s question. I have been a stout champion of the Development 
Loan Fund. Ihave great faithin it. I had understood that the DLF 
loans would be sound from a banking standpoint as loans from the 
World Bank or IBRD. The matter would be largely in terms of re- 
payment and then you brought in the political aspect. Hew do you 
distingiush between the loan that you made to an American concern 
building a factory in Africa, and repaid in American money, how 
do you distinguish that from a loan made by the Export-Import Bank 
and the World Bank? What is the shade of distinction? 

Mr. Branp. I would say to you as I tried to answer the question 
I believe that Mr. Hays asked, why we weren’t active in Ethiopia: 
The reason is, and the answer to the question is, that we shouldn't 
make the loan you are describing in a certain place in Africa that 
has the availability of credit good enough for the Export-Import 
Bank or World Bank to provide the financing. 

We should not do it. Every application we get goes to the Export- 
Import Bank. They consider it and they advise us if they have any 
interest in that application. If they have, that ends our considera- 
tion. 

If the World Bank—and I described this conference with Mr. 
Black, the President of the Bank—is active in a particular country 
at the time an application is submitted to us, I discuss it with Mr. 
Black. And in that instance he told me, “We have all the resources 
to handle this matter and we don’t think that you should be involved.” 
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So I acceded to that, the same as I do the Export-Import Bank. 

Chairman Morean. That is in the act? 

Mr. Brann. Yes. They are named in the act. 

Mr. O’Hara. Thank you. I am seeking information and enlighten- 
ment. Why should the loan you made for a cloth plant in Africa, re- 
payable in American dollars, be turned down by the Export-Import 
Bank? 

Mr. Branp. If we can use an example such as you are talking 
about, the Sudan case. The case was submitted to the Export-Import 
Bank, and I am sorry I haven’t the right to question their judgment. 
When they make the determination that they are not interested, I 
must accept that. 

If they make the judgment that they are interested, I must accept 
that. And I can’t quite call Sam Waugh to the stand and question 
him as to the motives of his Board of Directors. 

Mr. O’Hara. I am interested only in fixing the line of determina- 
tion between loans of DLF and loans of other loaning agencies. It is 
the general impression among the American people that the main dif- 
ference is that DLF loans, of equal banking soundness in all other 
respects, may be repaid in local currencies. Now there has been 
brought in the political phase. It would be helpful if you could fur- 
nish us some clear definition. 

Mr. Hays. That goes back to the question Mrs. Church asked. 
Without any reflection on anybody or any political party, the Govern- 
ment has got so big that I think the answer to our question is that no- 
body makes these overall decisions, but nobody makes them. 

We, our subcommittee, found this in relatively minor areas in the 
State Department. You can’t track down who makes the ultimate de- 
cision or if anybody tries to fit these puzzles together. 

I am sure you have conferences every day with the departments. 
I think the whole thing is so vast that somebody somewhere along the 
line makes a decision. I doubt if you will ever be able to chase down 
why, on the one hand, why the DLF made this loan and the World 
Bank didn’t. 

If you get the answer to that, I will be amazed. 

Mr. Branp. I will state that the problem is an existing problem 
and is an unsolved problem. I think Mr. Hays’ observation is an en- 
tirely correct one, that it hasn’t been solved, that we are continuously 
working in ways to do it. 

The result that has been achieved is partly a correct answer to the 
question. We have done 118 loans and two guarantees in a little over 
2 years’ time totaling almost $1 billion. 

The World Bank didn’t do very much more than that and much 
less in number of loans. And the Export-Import Bank in develop- 
ment loans in the 2 years in question didn’t do as much. 

So we have in a large measure been responsive to the intent of Con- 
gress that we do something about this and not just sit around and spin 
our wheels, so to speak. 

(Discussion off the record.) 

Chairman Morean. Mr. Fulton. 

Mr. Fouuron. I would like to have put on the record the cost of 
doing business as between the Development Loan Fund and the 
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International Finance Corporation, the cost. of the total loans that 
are outstanding. 
‘ os Branp. I will try to get that. I don’t know if they have pro- 
uced—— 
Mr. Fuuron. I might say to you that your administrative expenses 
will react very favorably because theirs are not too good. 
(The information is as follows :) 


COMPARATIVE IFC-DLF Data 


Summary data on administrative expenses, loan commitments and loan dis- 
bursements of the International Finance Corporation (IFC) and DLF are given 
below. Data covers the first 2 years of operations of the two organizations ; i.e., 
fiscal years 1958 and 1959 for the IFC and fiscal years 1959 and 1960 for the 
DLF. 


Fiscal year | Fiscal year | Fiscal year 
1958 1959 1960 





International Finance Corporation: ! 
Spee SEINE... 3. co dn anncapequacancsmenehe $1, 149, 445 $1. 413, 319 


AUN iin 54h on be bieemnddcbbidcapi be 8, 667, 000 WO, 306, O08 }.... 5S s8.. 

Loan disbursements --................. iain eagles 3, 317, 000 FS EEE 
Development Loan Fund: 

Oe Ce ae eS FO @) 1, 214, 078 $1, 820, 000 

a Oo. ce anche cadeimateciaesanuinenamanene 267, 386,000 | 548, 170, 000 565, 000, 000 

IG iia id <n dekticenndtdascamccacbeon 1, 500, 000 65, 557, 679 177, 634, 000 





1 Source: Third Annual Report of the IFC (Sept. 30, 1959 


). 
2? Comparative administrative expense data is not available as in fiscal year 1958 the DLF was financed 
under the ICA. 


Mr. Hays. Is there any reason why these confidential things can’t 
be taken to your office to be read ? 

Mr. Branp. May I point out with considerable pride that ours is 
unclassified. 

Chairman Morean. Any objection, Mr. Hays? 

Mr. Zas.ocki. It is my understanding, Mr. Brand—— 

Mr. Fuxron. I am not through. 

Mr. Hays. Thank you, very much. 

Mr. Fuuron. I yielded to Mr. Hays. I would like Mr. Hays to 
hear this. 

I believe that it is because of the strategic need of the island of 
Formosa for the safety of the Western Pacific nations and the island 
chain as well as the defense of the United States, that we must keep 
Formosa adequately supplied with both economic aid and military 
aid. 

And secondly—off the record. 

(Discussion off the record.) 

Chairman Morean. Mr. Zablocki. 

Mr. Zastocki. I was merely going to ask, Mr. Chairman, how 
often does the Director meet with representatives of the World Bank, 
Export-Import Bank, IDA, and Inter-American Development Bank? 
I understand there is coordination in the consideration of loans. 

Mr. Branp. Yes. For example, Mr. Waugh is a member of our 
Board of Directors. So we have constant coordination with the Ex- 
port-Import Bank. Mr. Graydon Upton, another Board member, is 
Executive Director for the United States on the World Bank. So we 
have coordination with many of the things that are going on in the 
World Bank. 
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Sometimes—in addition, we have an executive staff meeting daily 





Mr. Zastockt. Does this staff serve as a clearinghouse ? 

Mr. Branp. This is our own staff. Each Friday, we have all the 
other agencies represented on the Board present. Once a week we 
are in complete touch with them. 

The next Friday, we have the principals—Directors—Mr. Waugh, 
Mr. Dillon, and so forth. At that time we have the top level in touch. 
It is almost a continuous process. 

With IFC, there is no substantial competitive feature involved. I 

think their loans have run $15 or $20 million perhaps in the last 3 
years. 
* There is no basis of any competition with IFC. With the Inter- 
American Bank, Mr. Menapace, I am ss to tell the committee, 
my Deputy Managing Director and former vice president of the 
Guaranty Trust Co. has taken over the Vice Presidency of this Bank 
and this will assure us of a fine coordinating method. 

We are working at this thing, Mr. Zablocki. I think we are get- 
tngeeraerr in coordination but I am not satisfied as yet with our 
results. 

Mr. Futton. Maybe you should comment you came from the Export- 
Import Bank yourself. 

Mr. Branp. Yes. Ihave had 5 years there. 

Mr. Jupp. I should like Mr. Brand or our staff or somebody to 
prepare in our committee report, or in our hearings somewhere a sum- 
mary of these agencies with the refinement of 

Mr. Branp. I have that with me. 

Mr. Jupp. We go over that again and again but the fellows in the 
House say it is another lending agency. It makes this kind of loan 
for this kind of purpose and for this kind of reason. 

Mr. O’Hara. And covering what I brought up, Walter, the little 
line of demarcation. 

Mr. Branp. I am happy, Dr. Judd, to tell you that I have that al- 
ready prepared. It has been printed. I will submit it for the record. 
I will send each one of you a copy. 

(The material referred to is as follows :) 
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PRINCIPAL DISTINGUISHING CHARACTERISTICS OF DLF, EX-IM Bank, IBRD, 
AND ICA 


1. EX-IM BANK AND IBRD 


(a) EX-IM Bank is normal source of lending where foreign borrower wishes to 
purchase goods and services in United States and has capacity to repay in dollars. 

IBRD is normal source of lending where foreign borrower wishes to purchase 
on basis of worldwide competitive bidding and has capacity to repay in foreign 
currency loaned, generally dollars. 

(b) EX-IM Bank makes loans to governments or to private borrowers with or 
without guarantee of private banks, substantial stockholders, or governments. 
EX-IM Bank is enjoined by statute to encourage and supplement private capital 
but its activities are limited to ordinary loans, credits and, to a certain extent, 
guaranties. 

IBRD makes loans to governments, and to other borrowers only with the 
guarantee of a member government. The bulk of the activities of the IBRD are 
in the public sector and IBRD only makes loans to private entities when the loan 
is fully guaranteed by the government of the borrower. 

(c) EX-IM Bank, being a U.S. Government agency, operates in accordance 
with the foreign financial policy of the United States. 

IBRD is an international institution, but the views of the United States are 
given weight because of its large contribution to the capital of the bank. 


2. DLF VIS-A-VIS EX-IM BANK AND IBRD 


(a) Since October 20, 1959, it is the policy of the DLF to place primary 
emphasis on the financing of goods and services of U.S. origin. To a limited 
extent, however, it will finance costs incurred in the currency of the borrower 
and will permit some flexibility in order to avoid hardship. 

(b) DLF has most liberal terms of repayment and therefore concentrates its 
activities in those countries which the United States desires to assist but which 
have the least capacity to repay in dollars. It is the only institution which 
can lend in dollars or other hard currencies and take repayment in the cur- 
rency of the borrower. Also, where necessary, it will take repayment over a 
longer period and will charge a lower rate of interest. 

(c) DLF has a strong legislative directive to operate in the private sector, 
to encourage private enterprise abroad and to assist in the participation of U.S. 
private investment in foreign economic development. To further this legis- 
lative purpose, Congress has given DLF broad powers to engage in a variety 
of financial transactions, including loans, guarantees, the taking of convertible 
debentures, etc. 

(d) DLF by statute operates under the supervision and direction of the 
President and the foreign policy guidance of the Secretary of State. 


8. DLF AND Ica? 


(a) DLF engages only in loans and financial transactions other than grants; 
ICA extends principally grants. 

(b) DLF objective is long-term economic development of less developed areas; 
ICA also has other objectives. 

(c) DLF finances specific projects and programs; ICA often finances com- 
modity imports and general programs. 

Chairman Morean. I want to remind those of you who take the 
books marked “Confidential” from the committee room, they deal with 
the Mansfield amendment, and that testimony won’t be heard until 
Thursday morning on the material in the books. If you take it from 
the committee room, we hope you keep it confidential. 

Mrs. Botton. We will be happy to. 

Mr. O’Hara. That is an order, isn’t it, Mr. Chairman ? 

Chairman Morean. Thank you, Mr. Brand. You made an excel- 
lent witness. 

The committee stands adjourned until 10:30 tomorrow morning. 

(Whereupon, at 5:05 p.m., the committee was adjourned, to re- 
convene at 10:30 a.m., Wednesday, March 2, 1960.) 


1 Exclusive of investment guarantee program. 
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WEDNESDAY, MARCH 2, 1960 


House or REPRESENTATIVES, 
ComMitree ON Foreign AFratrs, 
Washington, D.C. 

The committee met at 10:45 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman), presiding. 

Chairman Morean. The committee will come to order. 

We meet this morning on the Mutual Security Act of 1960. 

The witness is the Pondrable John Murphy, Inspector General- 
Comptroller, State Department. 

Mr. Murphy, I see you have some charts and a statement. Do you 
want to proceed first with the charts? 

Mr. Mourpuy. Yes, sir. 

Chairman Morean. You may proceed. 


STATEMENT OF HON. JOHN E. MURPHY, INSPECTOR GENERAL- 
COMPTROLLER, DEPARTMENT OF STATE 


Mr. Murpny. I have a series of 10 charts which are designed to 
show to the committee graphically the financial situation of the mutual 
security program with emphasis on fiscal year 1960 and the projections 
for fiscal year 1961. 

(A chart was shown as follows :) 
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Mr. Mourpny. This chart gives historical perspective and shows the 
funds that have been appropriated and otherwise available to the pro- 
gram for the past 11 years, plus information as to the extent to which 
those funds have been used in each year. 

The chartreuse bars in each instance indicate the new money that 
has been made available by the Congress to the program. 

The blocks on the top of the bars indicate money that was other- 
wise available to the program during the fiscal year either because it 
was reappropriated by Congress, because it was otherwise continued 
available in the basic legislation, or because it represented revenues 
or receipts which became available during the fiscal year. 

In the case of fiscal year 1960, we entered the year with new appro- 
priations of $3,226 million, and we had $354 million in funds that were 
continued available in the program. 

Of this, $93.8 million, which is represented in part by this dark 
green part, was money completely free as of June 30, 1959, and another 
$48 million represents receipts during fiscal year 1960 arising out of 
sales of military equipment, loan repayments, insurance premiums, 
and interest earnings of the Development Loan Fund—and $2.3 mil- 
lion of ICA reimbursements. 

The crosshatched portion [indicating] represents money which was 
not technically obligated under section 1311 of the Supplemental 
Appropriations Act of 1953, which defines what constitutes an obliga- 
tion of the U.S. Government, but which nevertheless was committed 
because the Development Loan Fund Board had approved loans and 
they were in the process of being established at that point. 

Those totaled—on June 30, 1959—$212 million. As we go into 
fiscal year 1961, we estimate we will have $200 million of Develop- 
ment Loan Fund loans which have been approved by the Board 
and are in the process of being established, although not yet signed 
on June 30, and another $55 million which is represented by this 
dark bar [indicating] which will represent unobligated funds or 
funds otherwise continued available by existing legislation. 

You will note that the estimated obligations for fiscal year 1961 
are represented by the $4.2 billion bar at the end and again we ex- 
pect that when we are entering fiscal year 1962, there will be a com- 
ponent similar to this which will again represent Development Loan 
Fund loans which have been approved but not yet signed. 

Mrs. Ketiy. Mr. Chairman, do you wish us to question at this point 
or at the end ? 

Chairman Morean. He has 11 charts here. I would like to have 
him proceed to the end of the presentation. He has a statement after- 
ward. 

Mrs. Keutty. I note there is a chart on deliveries. 

Mr. Murpny. Yes. Each one of the charts in the small packet 
before you is represented by a larger chart. 

(A chart was shown as follows :) 
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Mr. Murruy. Chart IT is designed to give the committee a picture of 
the use of the obligation authority that is available to the program 
during fiscal year 1960. 

You will note that the total is $3,368 million. Again, that is rep- 
resented by the $3,226 million of new money, the $93.8 million of free 
money last June 30, and $48 million worth of receipts. The receipts 
derive from military sales, $30 million; Development Loan Fund in- 
—— et cetera, $15.7 million; and ICA reimbursements of $2.1 
million. 

As of September 30, 1959, 2 days after the appropriation was en- 
acted, $224 million of those funds had already been put to work. By 
December 31, the obligations and commitments had equaled the $1,166 
million, and by June 30 they are anticipated to meal $3,313 million, 
leaving avelieie $55 million up here [indicating] as unobligated. 

These four parts over here indicate the four major components— 
military, economic other than DLF, Development Loan Fund, and 
the contingency fund. 

In the “Military assistance” account there is expected to be $35 
million, which will represent $25 million military grant assistance 
money unobligated and $10 million in sales receipts collected but not 
yet reobli ted. 

The DLF is expected to have $13 million of funds on which loans 
will not have been approved on June 30. The other economic assist- 
ance is expected to have $7 million, which will consist of $644 million 
in the “Palestine refugee” account, $14 million in the “Ocean freight” 
account, and about $84,000 in the ICEM and the escapee program. 

The $38 million down here represents the ceaeanninen portion of 
the $155 million contingency fund as of the end of January. By the 
end of June it is expected to be programed out. It will all be obli- 
gated, but it is impossible at this point to say in which one of these 
accounts it will fall. 

(A chart was shown as follows:) 
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Mr. Murruy. Chart IIT is intended to give a picture of the overall 
pipeline for the program—the pipeline of unexpended balances. You 
will note that the orange bars represent the appropriations made by 
the Congress over these years and the dark bars represent expenditures. 
As has been pointed out to you already by previous witnesses for the 
last several years, the expenditures have exceeded the new funds being 
made available. The result has been this rather dramatic drop in 
the pipeline from a high of $10.1 billion at the end of fiscal 1953 
to the point where it would reach $4.7 billion at the end of this fiscal 
year. It is anticipated to rise during fiscal year 1961 because the 





bil 
cat 
ths 
in 

WL 
ap 
bil 


2 


ed 


DI 


aosbhm@me er, 


Aaii I*FA FOV A@eI SFA LIA 


65 








S&F werce |, oy 





MUTUAL SECURITY ACT OF 1960 297 


request is for $4.2 billion and expenditures are anticipated at $3.5 
billion. The difference of $700 million is represented up here [indi- 
cating]. That has been explained to you already in part by the fact 
that the $2 billion military request is necessary to increase deliveries 
in future years and, of course, the Development Loan Fund, which I 
will touch on later, where the expenditure level has not yet met the 
appropriation level. 

This bar over here [indicating] gives you the inventory of that $5.4 
billion at the end of 1961, and indicates the military will amount to 
$2.3 billion; economic assistance other than DLF, $1,357 million; the 
DLF, $1,557 million ; and $194 million in the contingency fund. 

(A chart was shown as follows :) 
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Mr. Murreny. Chart IV breaks down the information shown in 
chart III by functional program. 

Here the military assistance program is depicted, and here again 
in every instance you see those expenditure bars running higher than 
the new obligational authority made available, and the very dramatic 
decline in the pipeline from $8.5 billion at the end of 1953 to a low 
figure of $2.1 billion at the end of this year. 

fou see the anticipated $200 million rise in the pipeline. The 
President’s request of $2 billion would make it possible to get this 
delivery figure back up to approximately $2 billion a year im fiscal 
ear 1962. For the past several a deliveries have averaged $2.3 
billion a year. This year it took this sharp 25-percent nt 

On the economic side, other than DLF, you see the pipeline leveling 
off to the point where the closing pipeline both at the end of this year 
and at the end of next year is anticipated to be approximately the 
amount of the expenditures for those years. 

In other words, these programs are running on approximately 1 
year’s pipeline at this point. In the Development Loan Fund, on the 
contrary, you see a very sharp rise, which [ will touch on later and 
which, of course, is explained by the fact that it is a new program just 
getting underway. 

On the contingency fund up here, you see a slight rise (1) because 
the appropriation request for 1961 is $20 million higher than this 
year’s appropriation and- (2) because of the tendency to conserve these 
funds to the very end of the year, as much as we can, to be sure that 
any possible emergency that might occur will be covered. 

(A chart was shown as follows :) 
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Mr. Murpeuy. Chart V has to do with expenditure performance 
during the fiscal year. The big pie chart here is for the total pro- 
gram. You will notice that the funds available for expenditure dur- 
ing fiscal year 1960 have been $8,112 million. These are $4,838 million 
of previous year moneys which was available on June 30 last year, 
$3,226 million which was appropriated for this year, and the $48 
million worth of earnings or receipts coming to the program during 
the year. 

I should say here this large pie [indicating] includes the contin- 
gency fund and there is no similar chart over here to spell out the 
contingency fund because the size is so small you would hardly see it. 
In here there is $248 million of contingency money, of which $110 
million would be spent this year, leaving $138 million unexpended. 
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You see, the $4.7 billion unexpended is projected for June 30. Mov- 
ing here to the milit: ary assistance, you see $1,830 million gross ex- 
penditures during fiscal year 1960, which will net out to $1,800 million 
when the military sales receipts are subtracted and the closing pipe- 
line of $2,079 million. 

On the economic side, again you see $1,267 million worth of ex- 
penditures, with a closing pipeline of $1,340 million and the Develop- 
ment Loan Fund; $191 million worth of gross expenditures which 
when receipts are subtracted will net out to $175 million and which 
will leave $1,157 million of unexpended balance in DLF on June 30. 

(A chart was shown as follows:) 
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Mr. Murenuy. Chart VI refers to military assistance and the delivery 
picture. 

Mrs. Ketry. I would like to know if we could get the deliveries of 
the date comparable to chart I. They mention appropriations and 
obligations but they only give deliveries of 1959, 1960, and 1961. 

Can we get charts at a later date of deliveries of those years? 

Mr. Murpuy. Yes. Here for fiscal year 1959 and 1960 and 1961 the 
charts depict the deliveries in the green bars and the undelivered pro- 
gram at the end of those fiscal years in the dark bars. 

Here is the physically undelivered program, $2,005 million. It dif- 
fers slightly from the fiscal figure I gave you a little while ago because 
these are statistics representing physical deliveries rather than ex- 
penditures. Here is the delivery picture for 1960, $1,894 million. 

The deliveries dropped during 1960, are anticipated to drop further 
during fiscal 1961, and the undelivered program will rise to $2,224 
million at the end of 1961. 

Over here [indicating] is a geographic distribution which indicates 
the heavy emphasis in the program on Europe and the Far East. 
Africa is rounded into this for convenience’ sake because it is so small ; 
only $13 million of this $593 million is represented by this program in 
Africa. The other $580 million is Europe. 

The preponderance of this $471 million of nonregional money is 
oriented to Europe and represents infrastructure money, mutual 
weapons development funds, and so forth. 

Mr. Farsstrern. Are the African expenditures stated here or is this 
a combination of both? 

Mr. Murruy. This is a combination of both, Mr. Farbstein. 

Mr. Farssrern. I would like very much to learn what they are in- 
dividually, because it is quite confusing. 

Mr. Murpny. I can provide that for you. 

Mr. Faresre1n. I would appreciate that. Inasmuch as we are giv- 
ing Africa so little, it tends to be confusing as to how much is given 
to Europe and to Africa. 

Mr. Murpuy. I have that data, Mr. Farbstein, right here. The 
deliveries to Africa in fiscal year 1960 are estimated at $13.6 million 
out of that $666 million which is shown on that bar in the chart. The 
undelivered at the end of the year is $13 million, also out of $593 mil- 
lion which shows in the darker bar for Africa. 

Mrs. Botron. That is all in the book ? 

Mr. Morpny. Yes. 

( A chart was shown as follows :) 
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Mr. Mourpuy. Chart VII also refers to military assistance and is 
designed to give you information on the composition of the un- 
delivered program. Here you see the $2,486 million that was un- 
delivered at the end of 1959 and the $2,005 million which is estimated 
to be undelivered at the end of 1960. 

The dark part of the bar at the bottom is major materiel and the 
inventory for each of these two bars is shown over here, first fiscal 
1959 and the fiscal year 1960. 

You see the sharp drop here in the total, so you see in each of these 
’ bars: missiles, aircraft, ships, tanks, electronics, and comparable drops 
in the undelivered. The cost-sharing programs of $335 million are 
represented by NATO Infrastructure, mutual weapons development, 
the weapons production program, and international military head- 
quarters expenses. 

(A chart was shown as follows:) 
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Mr. Mourruy. Switching now to economic assistance, we have chart 
VIII which breaks out the picture for you by function: defense sup- 
port, special assistance, technical cooperation, and other programs. 

You see the declining pipeline with the request for 1961 being $724 
million. That is down $111 million from last year’s request. 

It wasn’t too long ago, 1957, that the amount of money appropriated 
for this program exceeded $1,100 million—in 1957 to be specific. This 
has been declining steadily and the pipeline, of course, reflects that. 
At the end of June 1960, over 66 percent of this $805 million will be 
represented by four countries, Korea, Vietnam, Taiwan, and Turkey. 

The balance of one-third will be represented by the other eight 
defense support countries. 
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On special assistance again you see a declining pipeline with the 
pipeline at the end of 1961 being only slightly higher than the expen- 
ditures that are anticipated for 1961. Technical cooperation is about 
leveled off here. This includes both bilateral and multilateral. There 
is a $10 million increase contemplated between June 30, 1960 and 1961, 
and for other economic programs there is a decrease. These include 
the other multilateral programs for the U.N., ICEM, ocean freight, 
and that type of program. 

(A chart was shown as follows :) 





| LATIN AMERICA 


i= 
” 
i< 
a 
< 
| 








NON-REGIONAL 


688 








Fiscal Years 






BY REGION 
Obligations, Expenditures & Unexpended Balances 
(Millions of Doliors ) 


NEAR EAST & SOUTH ASIA 


ECONOMIC ASSISTANCE (exci.oLF) 





Mr. Murruy. Chart [X attempts to depict this same information 
geographically to show you what the picture is by region in economic 
assistance other than Development Loan Fund. 
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You will note that in every instance the pipeline is declining slightly 
or just leveled off with one exception, and the one exception 1s Africa, 
and it represents the increased emphasis being placed on that area of 
the iia 

It is natural that with that increased emphasis in the rising obli- 
gation picture that there would be a rising pipeline of unexpended 
balances. 

(A chart was shown as follows :) 


2,500 
2,000 

q 1,500 

4A 1,000 
500 


FY 1961 


Estenoted 








Payments & Eornings ~ -' 
$ 700 


( Cumulative ) 
% ' 
FY 1961 Appropriation reene| 
FY 1960 


FY 1959 


* includes Obligations / Disbursements for Administrative and Other Expenses 





JASONDU FMAM JW ASONDJFMAMJ|J ASONDJFMAMJJJASONDJFMAMJ 


DEVELOPMENT LOAN FUND TRENDS -—(¢ mittions cumuarive) 


Mr. Mureuy. Chart X refers to the Development Loan Fund. It 
is the picture of the Development Loan Fund from its inception back 
in fiscal year 1958. It actually got underway and became operational 
along about the fall of 1957. First of all, you see the money made 
available, $2,100 million appropriated, and an additional $55 million 
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which either have been or will be collected in terms of receipts, inter- 
est, premiums, or loan repayments by the end of fiscal year 1961. 

The top line indicates the activity of the Development Loan Fund 
Board as it approves loans. These will reach $1,400 million in 1960, 
and $2,100 million in 1961. 

The next line here indicates the obligations recorded as the loan 
agreements are actually signed. The two different shadings here are 
to distinguish between actual data through the end of January and 
projected data through the end of this fiscal year and next fiscal year. 

And, of course, the bottom line represents the actual paying out of 
money. This, I think, is a very dramatic acceleration rate for the 
Fund. 

In the third year of its operations, it is apparent that this Fund 
will have achieved a rate of expenditure that will be equal to its first 
year’s capital, the expenditures in 1961 for the DLF are expected to 
reach $300 million which is the amount of the 1957 appropriations. 
With this acceleration rate built in, it indicates that in fiscal year 1962 
the expenditure rate will approach the level of capital made available 
for each of fiscal years 1959 and 1960. 

This Fund, of course, emphasizes project-type activities. They are 
long leadtime items. 

As Mr. Brand told you yesterday, they will run from 2 to 4 years 
from the time they start until the time they are completed. It is 
entirely natural that in an account like this there will be an unex- 
pended balance representing anywhere from 2 to 4 years of obligations 
which have been unexpended. 

That completes my remarks about the charts, Mr. Chairman. 

Chairman Morean. Thank you, Mr. Murphy. 

I asked Mr, Murphy to give a short discussion now about the presen- 
tation books. I think maybe the members will be much better able 
to use the books if he tells you how the material was put together. 

Mr. Moureuy. I would like to start, Mr. Chairman, by speaking 
first of what is different about this year’s presentation books as com- 
pared to previous years, highlighting those differences. 

First of all, in the worldwide summary we have incorporated as a 
matter of convenience the President’s message. 

Second, I should mention that we have a separate new volume for 
Africa this year for the first time, which again is consistent with 
the increased emphasis being placed on that area of the world. 

Third, in the military assistance portion of the worldwide summary 
this year for the first time you have the statements that have been 
required by the amendments you have made to section 537(f) last 
year as to what constitute mutual security force levels and how they 
were determined. 

Also in the worldwide summary under defense support and special 
assistance, the aid level determination computations that are required 
by section 537 (f) are included. 

In the Development Loan Fund section for the first time you will 
be able to distinguish in the charts between the loan approvals and the 
formal legal obligations as defined in section 1311 of the Supplemental 
Appropriation Act. 
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With respect to the country parts of the book, the geographic books, 
we have made some changes also. We have included on the statistical 
tab for each country data with respect to trade with the United States. 
We have also, because of some confusion that arose last year, indicated 
in each case where the United States is giving budgetary support for 
military or economic purposes, the amount of that support to the 
budget of the other country, spelled out specifically in terms of dollar 
equivalents. 

On the country summary page, in response to the GAO criticisms 
made last year of our fiscal year 1959 presentation books, we have 
expanded the data that is shown for the pipeline. Now, you not only 
can see what the pipeline is for the actual, current, and the budget 
years, and as between economic and military, but you are also able to 
distinguish between project and nonproject assistance which the GAO 
had thought was quite important, so we have expanded the table there 
to accommodate that. 

Under military assistance a change has been made to show in each 
country the portion of the military assistance program which is de- 
voted to force improvement as distinguished from force maintenance. 

In the economic tables on the country presentation section, we have 
included tables which show total U.S. economic activity for the actual, 
the current, and the budget year in that country. 

We are still covering the economic assistance received from other 
sources, that is, other than the United States in the narrative portion. 
We have added in the country sections this year the 537(f) aid level 
determination tables for defense support and special assistance coun- 
tries, as well as the military force level determinations. So that you 
now have these in both places in the worldwide summary under appro- 
priate tabs and in the country sections as required. 

We have this year for the first time tried to break out the objectives 
and the accomplishments of both technical cooperation programs and 
defense support and special assistance programs separately, so that you 
could get perspective on the individual programs rather than have it 
all lumped in together. 

On the statistical pages where the project program is spelled out, 
we have identified those projects which are new and those projects 
which are continuing. 

Mr. Chairman, I have prepared, I think for the first time, an inven- 
tory of what constitutes a typical country presentation as included in 
the presentation books. ith your permission and in the interest of 
saving the time of the committee, I would offer this for the record so. 
there would be an inventory of exactly what kind of information 
appears in each country presentation. 

‘hairman Morean. Without objection, it is so ordered. 

(The inventory referred to follows :) 


CoNTENT OF TyPpicaL CouNTRY PRESENTATION (FoR Country Recervine Born 
ECONOMIC AND MILITARY ASSISTANCE) 


(a) Statistical tab giving general external and internal data, central govern- 
ment finances, and basic data regarding population, area, literacy rate, life ex- 
pectancy, etc. 

(b) Summary page 
1. Chart showing aid levels for actual, current, and budget years by type of 

assistance, i.e., military, defense support, technical cooperation. 
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2. Tabulations showing obligations, expenditures, and unliquidated obliga- 
tions for actual, current, and budget years separately for military and economic 
assistance and breakdown of economic assistance between project and nonproject 
assistance. 

3. Short narrative statement indicating why U.S. assistance to country is re- 
quired. 


(c) Table on military program 


1. Shows dollar value of program for actual, current, and budget years, 
broken down by major category of assistance, i.e., aircraft, ships, tanks, etc. 

2. Shows deliveries during current year, cumulative through end of current 
year, and value of undelivered equipment at end of current year. 

3. Shows data for selected major items included in program, together with 
quantities programed, dollar value of budget year program for each item, de- 
livery information, and undelivered balances. 

4. Shows value of excess stocks furnished without charge to appropriations. 

5. Shows value of military equipment sold by United States and portion 
delivered. 

6. Shows distribution of budget year program as between force maintenance 
and force improvement. 


(d) Narrative material re military assistance program 


. Explains objectives of military assistance. 

. Indicates mutual security forces. 

Indicates (actual) active military strength. 

Includes appraisal of country forces. 

States country contributions. 

States military assistance program accomplishments. 

. Explains content of budget year program. 

. Indicates personnel complement of Military Assistance Advisory Group 
AAG). 


e) Economic assistance 


1. Explains in narrative form current economic situation and problems. 

2. Indicates progress being achieved in solving such problems. 

3. Tabulates all U.S. economic assistance for actual, current, and budget years, 
insofar as decisions have been made. 

4. Indicates narratively assistance from other than United States. 

5. States roles, objectives, and accomplishments of various programs, i.e., de- 
fense support, technical cooperation, etc. 

6. Tabulates ICA assistance for actual, current, and budget years by project 
and nonproject, and by cost components, i.e., technicians, participants, etce., and 
by commodity category included in import program. 

7. Indicates employment financed directly and by contract for actual, current, 
and budget years. 

8. Indicates participants financed directly and by contract for all 3 years. 

9. Tabulates project assistance by function, i.e., defense support, technical co- 
operation, and by field of activity, i.e., industry and mining, transportation, 
ete., for actual, current, and budget years. 

10. Explains composition of budget year programs. 

11. Explains factors determining fiscal year 1961 aid level pursuant to sec- 
tion 537(f) Mutual Security Act, as amended. 

12. Explains military force level determinations. 

13. Describes anticipated import program to be financed in terms of actual 
commodities to be imported as distinguished from category of commodities pre 
viously mentioned. 

14. Lists each project to be financed in budget year, together with information 
on cost components and appropriated dollars and local currency necessary, dif- 
ferentiating between new and continuing projects. 

15. Describes actual and anticipated agricultural surplus sales under Public 
Law 480 and the intended uses of local currency generated thereby. 
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16. Reports status of mutual-security-program-administered local currency 
funds, differentiating between mutual security program U.S.-owned local currency, 
imutual security program country-owned local currency, Public Law 480 U.S.- 
owned local currency, ete., showing data as to generations, deposits, obligations 
or commitments, expenditures, undeposited generations, unobligated or uncom- 
mitted deposits, and unexpended deposits for actual, current, and budget years. 

17. Tabulates obligations and/or commitments of local currencies, differentiat- 
ing between military and economic uses, and within each showing the general 
purpose for which local currencies will be obligated or committed. 

Mr. Murruy. With your permission, Mr. Chairman, I will proceed 
with the statement regarding the implementation of the provisions 
of section 533A of the Mutual Security Act of 1954, as amended, 
which established a new Office of Inspector General and Comptroller 
within the Department of State reporting directly to the Under Secre- 
tary of State. This section assigned broad responsibilities to the new 
Oflice for strengthening the financial management of the mutual secu- 
rity program, for investigating improper activities in connection with 
the program, and for evaluating the effectiveness of the program in 
the attainment of its objectives. 

The Mutual Security Act of 1959 was signed by the President on 
July 24, 1959. The Secretary of State appointed me Inspector Gen- 
eral-Comptroller on August 5, 1959. 

As you are aware, prior to my appointment to this office I served 
as Assistant Deputy Director-Controller of the International Coopera- 
tion Administration. In that position, in addition to my responsibili- 
ties relative to the financial management of ICA, I assisted Mr. Dillon, 
Under Secretary of State, in his capacity as coordinator of the mutual 
security erm in the development and presentation to the Con- 
gress of the proposed mutual security program legislation and appro- 
priations. 

At the time of my appointment, the appropriation requests for fiscal 
year 1960 were still under active consideration by the Appropriations 
Committees of the Congress, and it was not until the adjournment of 
Congress on September 16, 1959, that I was able to turn my full atten- 
tion to the new responsibilities which had devolved upon me. The 
ensuing period has been one which properly should be described as 
preparation for the full assumption of those responsibilities. 

At the outset it seemed clear to me that the attainment of the objec- 
tives envisaged by the Con in establishing the new Office would 
require the promulgation of broad terms of on Sram for my Office, a 
staff of the highest caliber obtainable, and the development of a co- 
operative working relationship with the several agencies administer- 
ing mutual security programs. My efforts during the last several 
months have, therefore, been directed along these lines. I am happy 
to be able to report that substantial progress has been made. 

On August 26, 1959, the Under Secretary of State approved the pro- 
posed organization and terms of reference of the new office. These 
were published as Department Circular No. 339. A copy of that 
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circular is available for incorporation in the record if the committee so 
desires. 

Chairman Morean. Without objection, it is so ordered. 

(Circular No. 339 is as follows:) 


DEPARTMENT CIRCULAR No. 339, OcToBER 5, 1959 


Subject: Establishment of the Office of Inspector General and Comptroller, 
Mutual Security (U/IGC). 
1. PURPOSE 


The purpose of this circular is to inform the personnel of the Department of 
the establishment of the Office of Inspector General and Comptroller, Mutual 
Security, in the Department of State by the Mutual Security Act of 1959, which 
was approved on July 24, 1959. 


2. RELATIONSHIP TO THE INSPECTOR GENERAL OF THE FOREIGN SERVICE INSPECTION 
CORPS (0/FI) 


The establishment of the Office of the Inspector General and Comptroller, 
Mutual Security, in no way affects, alters, or changes the responsibilities or 
functions of the Inspector General of the Foreign Service Inspection Corps as 
set forth in section 681 of the Foreign Service Act of 1946, as amended, R.S. 161 
(5 U.S.C. 22), 1 FSM I 130, and section 330 of the Department of State Organ- 
ization Manual. Appropriate liaison will, of course, be maintained between 
the two organizations. 

8. FUNCTIONS 
$.1. General 


The Office is headed by an Inspector General and Comptroller, Mutual Secu- 
rity, who reports directly to the Under Secretary of State and has broad respon- 
sibility for (1) systems of financial controls and reports, and audit programs 
relating to all mutual security programs (hereinafter referred to as mutual 
security programs), (2) evaluations of the effectiveness of mutual security pro- 
grams in achieving their objectives (other than strictly military objectives under 
the military assistance program), and procedures designed to insure that rec- 
ommendations to correct mutual security program deficiencies are promptly con- 
sidered and acted upon, and (3) investigations to seek out improper activities 
in connection with mutual security programs. 


3.2. Immediate Office of the Inspector General and Comptroller, Mutual Security 


(a) The Inspector General and Comptroller, Mutual Security, reports directly 
to the Under Secretary, advises the Under Secretary and other appropriate 
officials on the effectiveness of mutual security programs, and performs such 
other duties as may be vested in him by the Under Secretary. 

(b) The Inspector General and Comptroller, Mutual Security, together with 
the staff of his immediate office, plans, directs, and supervises the operation of 
the component units of his organization, and maintains liaison with the Comp- 
troller General of the United States, the Secretary of Defense or his delegate, 
the Attorney General of the United States, the Director of the Bureau of the 
Budget, the Manager of the Development Loan Fund, and the appropriate officials. 
of the Department of State, including the International Cooperation Administra- 
tion, and of other Government agencies, with respect to those areas of respon- 
sibility which are of mutual concern. 

(c) The Inspector General and Comptroller maintains contact as appropriate 
with congressional committees. 


3.3. The Division of Mutual Security Financial Management 


The Division of Mutual Security Financial Management has responsibility, 
within the Office of the Inspector General and Comptroller, Mutual Security, 
for: 

(a) Establishing or reviewing and approving a system for the financial con- 
trol of mutual security programs in order to insure compliance with applicable 
laws, regulations, and established policies. 
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(0) Reviewing mutual security programs for the purpose of advising the 
Under Secretary and other appropriate officials on the budgetary and fiscal 
aspects of such programs. 

(c) Establishing or reviewing and approving a system of financial and statisti- 
cal reporting with respect to mutual security programs. 

(d) Bstablishing or reviewing and approving policies and standards provid- 
ing for extensive internal audits of mutual security programs, and reviewing 
and approving such programs and coordinating them with the appropriate offi- 
cials of other Government agencies to insure maximum audit coverage and to 
avoid duplication of effort. 

(e) Conducting or requiring the conduct of such special audits as in the 
judgment of the Inspector General and Comptroller may be required in individ- 
ual cases. 

(f) Conducting or requiring the conduct of such inspections as in the judg- 
ment of the Inspector General and Comptroller may be required with respect 
to end-item use in foreign countries. 

(g) Assisting the Division of Mutual Security Evaluations in the review of 
audit findings and action taken thereon as they relate to the budgetary and 
fiscal aspects of mutual security programs. 

(h) Designing the form and prescribing the financial and statistical content 
of the annual mutual security program presentation to the Congress. 


3.4. The Division of Mutual Security Investigations 


The Division of Mutual Security Investigations has responsibility, within the 
Office of the Inspector General and Comptroller, Mutual Security, for: 

(a) Developing policies, standards, and procedures for the investigation of 
possible violation of Federal criminal and civil fraud statutes in cases of trans- 
actions financed under mutual security programs. 

(b) Conducting investigations in accordance with such policies, standards, 
and procedures. 

(c) Receiving and analyzing allegations of impropriety, dereliction, mal- 
feasance, fraudulence, or criminality on the part of any person or firm directly 
or indirectly connected with mutual security programs or with operations fi- 
nanced by mutual security funds. 

(d) Conducting investigations or arranging for the conduct of investigations 
to verify and assemble facts concerning such allegations. 

(e) Maintaining liaison with the Federal Bureau of Investigation, other 
Government law enforcement agencies, and with operating agencies responsible 
for the administration of mutual security programs. 


3.5. The Division of Mutual Security Evaluations 


The Division of Mutual Security Evaluations has responsibility, within the 
Office of the Inspector General and Comptroller, Mutual Security, for: 

(@) Making evaluations of the content, the operating effectiveness, and the 
attainment of the objectives (except strictly military objectives) of mutual secu- 
rity programs. 

(6b) Making evaluations of the political and economic consequences of mutual 
security programs on recipient countries. 

(c) Conducting surveys of mutual security programs as a basis for such evalu- 
ations. 

(d) Reviewing internal audit reports and General Accounting Office audit 
reports and the findings therein, recommendations of operating agencies with 
respect thereto, and the action taken thereon by the operating agencies con- 
cerned, and preparing recommendations with respect thereto to the Under Secre- 
tary of State and other appropriate officials. 

(e) Establishing appropriate procedures designed to insure prompt and defi- 
nite action, and maintaining on behalf of the Inspector General and Comptroller 
records thereof, on the recommendations contained in reports of congressional 
committees, evaluation reports prepared by the Division of Mutual Security 
Evaluations, internal audit reports, and audit reports made by the General 
Accounting Office. 
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4. DESIGNATION OF INSPECTOR GENERAL AND COMPTROLLER 


Mr. John E. Murphy, who has been appointed Inspector General and Comp- 
troller, Mutual Security, took his oath of office on August 5, 1959. Mr. Murphy 
is located in room 316, SA—1, and may be reached on code 182, extension 3305. 

Mr. Mourpny. In accordance with this circular, there have been 
established within my office three divisions, each concerned with one 
of the three major functions assigned by section 533A. They are: 

(1) The Division of Mutual Security Financial Management; 

(2) The Division of Mutual Security Investigations; and 

(3) The Division of Mutual Security Evaluations. 

The Division of Mutual Security Financial Management has 
been assigned responsibility for those functions of my office which 
relate to the financial and budgetary aspects of mutual security 
program administration. This includes responsibility for: 

(1) Insuring the maintenance of financial controls which will 
result in compliance with laws, regulations, and established 
policies ; 

(2) The maintenance of adequate systems of financial and 
statistical reporting within the agencies administering mutual 
security programs; 

(3) Insuring that adequate programs for internal audit and 
inspection of end-item use in foreign countries are carried out by 
the program’s administering agencies or, if found necessary, by 
the Division of Mutual Security Financial Management itself; 

(4) The review of proposed mutual security programs for the 
purpose of advising the Under Secretary and other appropriate 
officials concerned with the administration of such progranis on 
their budgetary and fiscal aspects and ; 

(5) Designing the form and prescribing the financial and 
statistical content of the annual mutual security program presen- 
tation to the Congress. 

The staff of this Division, if it is to be effective, must include per- 
sonnel with broad experience and recognized competence in the spe- 
cialized fields of audit, accounting, budgeting, and financial analysis. 
Such personnel are not easy to recruit and this Division is still only 
partially staffed. 

I was particularly concerned that the Director of the Division 
should be of a stature which would insure effective leadership in the 
improvement of financial management of the various assistance 
programs. 

After extensive appraisal of possible incumbents for the position, 
Mr. Woodrow W. Storey was appointed Director of the Division of 
Mutual Security Financial Management and entered on duty Novem- 
ber 16, 1959. Mr. Storey served for approximately 5 years as a con- 
tract examiner, attorney, and auditor for the General Accounting 
Office. Since 1941 and prior to joining my staff, he was engaged con- 
tinuously in financial management activities in the Department of the 
Army. From 1950 to November of 1959, he was Comptroller and 
Special Assistant to the Chief of Ordnance, responsible for all mat- 
ters relating to the financial operations of the Ordnance Corps. 
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The Division of Mutual Security Financial Management, under 
Mr. Storey’s direction, is assuming an increasing role in the financial 
management of the mutual security program. ‘Tt is my goal that by 
the beginning of the new fiscal year, it will be fully staffed and in a 
osition to carry out effectively all of the responsibilities which have 
bea assigned to it. 

The Division of Mutual Security Investigations is responsible for 
seeking out improper activities and investigating allegations of such 
improper activities in connection with mutual secur ity programs. The 
Division has been partially staffed through the transfer to it from the 
International Cooperation Administration of personnel of that agency 
engaged in the investigation of alleged irregularities in connection 
with | programs administered by ICA. Such inv estigative work has 
continued without interruption under my direction. The Division 
now has a staff of 30 employees, 16 of whom are professional in- 
vestigators, and the remainder are administrative and supporting 
staff. Nine of the professional staff are stationed at oversea posts. 

I have in mind for this Division a program of action which will 
enable it on its own initiative to identify organizational, geographic 
or program areas in which improper activities may be taking place 
and in which investigative activities should be initiated, as well as a 
program which responds promptly in instances where specific allega- 
tions of improper activities are brought to its attention. 

This program will be administered in such manner as to produce 
perspective on deficiency trends geographically, that is, by individual 
country and area and functionally, that is, by type of program or 
transaction. 

Further, I envisage for the Division a positive role in the evalua- 
tion of facts developed through its investigative activities, since it 
seems clear the Congress not only contemplated that the Office would 
be responsible for the “seeking out of improper activities” but also 
for recommending corrective ‘action to the program administering 
agencies. 

The personnel currently on board have been unable to keep pace 
with the workload. In fact, the past year has seen a steady rise in 
the number of uncompleted investigation cases in the files, all of 
which have related to ICA- administered programs. 

Furthermore, it is apparent the Congress contemplated that the 

“seeking out” process would include improper activities occurring 
in connection with any mutual security program, not just those ad- 
ministered by the ICA. This, of course, means additional w orkload. 
While I hope that part of this increase can be offset by exercising 
some selectivity in matters to be investigated and by giving priority 
in the investigation of possible irregularities having serious program 
implications, some increase in staff will undoubtedly be necessary. 

Before final determination can be made as to the total staff required 
it is essential that there be a plan which would contemplate cover- 
age of the entire mutual security program on a systematic basis, 
bearing i in mind the staff resources already applied to this effort by 
the Department of Defense and by the service departments. I have, 
therefore, been undergoing briefings by the Inspectors General of the 
Army, the Navy, and the Air Force, and in addition I have visited 
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the Military Assistance Division at EUCOM in France to develop 
firsthand information as to the investigative activities of that Di- 
vision, which has as its area of responsibility the NATO countries, 
plus Iran and Pakistan. It is my hope that in the immediate fu- 
ture I shall be able to visit with Admiral Felt’s staff in Hawaii, to 
obtain a firsthand picture of the activities of that staff with respect 
to military assistance programs in Asia and southeast Asia. 

I believe it essential that cooperative arrangements be worked out 
with the Department of Defense, which will insure complete coverage 
of the mutual security program, avoid unnecessary duplication of 
effort in the investigation of improper activities relating to the mili- 
tary assistance program, and insure the flow of information regard- 
ing deficiencies detected and corrective action taken to all levels of 
management concerned. 

Such a positive program will require the best talent available in 
this field. After seeking assistance from many areas, including the 
FBI, the Civil Service Commission, GSA, and so forth, I have chosen 
Mr. James E. Nugent to be Director of the Division of Mutual Securit 
Investigations. Mr. Nugent was a member of the staff of the Fed. 
eral Bureau of Investigation continuously from 1931 to November 
1959, except for approximately 2 years between 1951 and 1953 when 
he was employed directly on the staff of the Committee on Appropria- 
tions of the House of Representatives. 

During his more than 25 years’ experience in the FBI, he held 
progressively responsible positions, including approximately 4 years 
as Chief of the Accounting and Fraud Division and 6 years as an 
inspector, one of the highest echelons in the Bureau. 

During his direct employment by the House Appropriations Com- 
mittee, he acted as director of the surveys and investigations staff of 
that committee and on various other occasions during his employment 
by the FBI, he was loaned to the House Appropriations Committee 
to undertake specific investigative assignments. 

Mr. Nugent is presently employed by the U.S. Chamber of Com- 
merce. I anticipate, however, that he will assume the Directorship 
of the Division of Mutual Security Investigations within the next 3 
weeks. 

While the functions performed by the Office of Evaluations in the 
International Cooperation Administration were specifically trans- 
ferred to my Office by section 533A of the Mutual Security Act of 1954, 
as amended, there was no actual transfer of professional staff, since 
at the time of the transfer no professional personnel were assigned to 
this function in ICA. It has, therefore, been necessary for me to 
develop an entirely new staff to carry out the programwide evaluation 
function contemplated by the Congress. 

Good progress has been made in this area. Pending the assignment 
of a permanent director, Mr. Edward C. Crouch has been named 
Acting Director of the Division. He is a Foreign Service officer, 
class 1, who has served as Consul General in Barcelona, Spain, and 
previous to that as Deputy Assistant Secretary of State for Budget 
and Finance. 

A plan of operation has been developed and agreements reached 
with the International Cooperation Administration and the Depart- 
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ment of Defense on the application of this plan to the evaluation of 
the programs ssdnhditanied by those agencies. The Managing Director 
of the Development Loan Fund is currently studying the plan and his 
comments are expected in the very near future. Evaluation in accord- 
ance with this ian will be undertaken by teams. Each team will be 
headed y a permanent staff member of the Division of Mutual 
Security Evaluations, who will be a class 1 Foreign Service officer 
assigned to that division for a regular tour of duty. 

The team will normally include, when both economic and military 
yrograms are under review, a senior officer from the Department of 

fense, either of general or flag rank, and a senior officer from 
the International Cooperation Administration of a rank equivalent 
to mission director. 

Other specialized personnel may be included as required. 

While it is not intended that these teams will evaluate the military 
assistance program’s success in attaining strictly military objectives, 
it is intended that in all other respects they will make complete evalua- 
tions of economic and military programs. They will work as a group 
and not as individual specialists, but of course will bring to bear their 
specialized training and background in arriving at a joint appraisal 
of each program under review. 

The Division of Mutual Security Evaluations will be staffed on the 
basis of having in continuous operation five evaluation teams. Four 
class 1 Foreign Service officers are already on duty to act as officers 
in charge. The first evaluation to be undertaken will be that of the 
mutual security program in Turkey. The team to undertake this 
evaluation has already been designated. It will consist of Mr. Willard 
F. Barber as officer in charge, Brig. Gen. George T. Duncan, who has 
been made available by the Department of Defense, and Mr. Lloyd K. 
Larson, former ICA mission director, who has been made available 
by that Administration, together with a staff assistant to be provided 
from the ne rar = ror none Evaluations ae a 
This group is already undertaking the preparatory work in Washing- 
ton iatenp pouieelines to Turkey iuehdinenm study. It is ae 
pected that this, as well as future evaluations, will seek to determine 
whether the program is properly conceived in terms of the U.S. objec- 
tive sought and whether it is being administered in a manner which 
results in the attainment of such objectives. 

As examples of the scope of its interest, the evaluation team will 
appraise : 

tB The adequacy of forward program planning ; 
(2) The efficiency and effectiveness of program implementation 
with particular attention to possible waste or diversion of pro- 

mM resources ; 

(3) The adequacy of country team relationships and executive 

management ; 

(4) The adequacy of host country cooperation and contribution 
to the achievement of program objectives ; 

(5) The ability or willingness of the aid recipient countries to 
assume a large portion of the burden of the program ; 

(6) The probable trend of future aid requirements, including 
the possible elimination of all or a part of current programs; 
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(7) The attitudes of host country people as distinguished from 
host country governments toward the program and the manner 
in which it is being administered. 

At the conclusion of the evaluation, the team, in making the report, 
will include specific recommendations for actions to be taken where it 
believes corrective action is indicated. The Division of Mutual Secu- 
rity Evaluations will undertake to see that these recommendations are 
considered by the appropriate levels of program management, that 
decisions are reached thereon, and appropriate action is initiated. 

Section 533A provides that the expenses of the Office of Inspector 
General and Comptroller shall be charged to program appropriations. 
The report of this committee on the bill H.R. 7500, which first pro- 
posed the establishment of the Office, indicated this was done on the 
premise that the activities of the Office should not be undesirably 
restricted because of limited availability of administrative funds. 

The plan of action which I have outlined to you is based on this 
same premise. The personnel, travel, and other costs of the Office 
will be held to the minimum consistent with effective performance, 
but will not be restricted because of limited fund availabilities. 

The estimate of these costs included in the fiscal year 1961 pres- 
entation books is $767,000 for fiscal year 1960 and $1,250,000 for 
fiscal year 1961. 

These estimates were prepared late in calendar year 1959 with 
the benefit of only limited operating experience, and a less com- 
plete program for action than I have outlined to you today. It is 
probable that actual requirements, particularly for fiscal year 1961, 
will exceed the amount estimated. Should this prove to be the case, 
minor program adjustments will be made to provide the additional 
funds required. 

In conclusion, I should like to advert to the legislative history 
leading to the establishment of this Office. In House Report No. 440, 
dated June 5, 1959, this committee stated : 

The purpose of the new section 533A is to give a single individual with the 
necessary supporting personnel, a sufficiently high place in the executive 
hierarchy, sufficient independence from control by operating officials, together 
with sufficient authority and money to assure that he will be able to detect 
shortcomings in the mutual security program and to make recommendations 
for eorrection which cannot be disregarded by those administering the program 
and to suspend particular operations pending a decision by the Under Secre- 
tary of State. 

In addition, the committee of conference indicated their convic- 

tions that— 
* * * it is essential that there be an independent review and approval of mili- 
tary assistance administration and control by an official outside the Defense 
Department hierarchy, but at the same time having responsibility to see that 
the mutual security program works effectively. 

I should like to assure the committee that the plans for the conduct 
of the Office are fully consistent with congressional intent. I report 
directly to the Under Secretary of State in his capacity as coordi- 
nator of the mutual security program. My staff is completely in- 
dependent of the operating agencies. We are approaching our tasks 
uninhibited and with objectivity. The Office will be fully opera- 
tional by fiscal year 1961; and when you hear the next report on the 
activities of this Office, I believe you will agree its operation will be 
responsive to congressional intent. 
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Chairman Morean. Thank you, Mr. Murphy. 

Mr. Murphy, then you assumed office on August 5, 1959, and you 
have reported your various acts since then to carry out the obliga- 
tions of your Office. Who would make the decision, Mr. Murphy, 
to send in one of these five evaluation teams to a certain country? 
Do you make it ? 

Mr. Murpny. Yes. 

Chairman Morean. Do you confer with the Under Secretary of 
State before you do that? 

Mr. Murruy. No, sir, I do not. 

Chairman Morean. You are familiar with the McClellan report? 

Mr. Murrny. Yes, sir, I am. 

Chairman Morean. Is it your intention under your Office to send 
an evaluation team to Bolivia ? 

Mr. Murpnuy. Yes, sir, it is. Bolivia is on the program for evalua- 
tion in Latin America. It is not the first country. The first program 
we anticipate evaluating in Latin America is the Brazil program. 

Chairman Morean. Is there a reason why the Brazil program 
should have a higher priority than the Bolivian program ? 

Mr. Murrny. The reason why I chiose Brazil is that it has a sub- 
stantial military assistance program, a substantial technical coopera- 
tion program, as they go, and has substantial resources being applied 
under Public Law 480. 

In the aggregate, the total U.S. assets being devoted to Brazil un- 
der the mutual security program exceed those being devoted to any 
other country in Latin America. I chose it for that reason. Bolivia, 
even under those criteria, ranks high and would come in for priority 
attention. 

Chairman Morean. The McClellan report makes some strong 
charges and recommendations to the ICA. 

Mr. Murpny. Yes, sir. 

Chairman Morean. Now, if your evaluation team goes into Bolivia, 
you will take into consideration some of the charges made in the Mc- 
Clellan report? 

Mr. Mureny. I would take them all into consideration, Mr. Chair- 
man. I would point out, however, that the McClellan report does 
end up stating the fact that currently the administration of the ICA 
program in Bolivia is much improved. Its leadership in La Paz has 
improved. It has a competent comptroller on board and he has an 
audit program in operation. Many of the recommendations in the 
McClellan report are criticisms that go back early in the program to 
1953 and 1954, when a crash program was put into effect—when in- 
sufficient staff existed—and the report does acknowledge that of re- 
cent years the ICA has moved in an effective staff and that the sit- 
uation is currently much improved. 

Chairman Morean. Mr. Murphy, is there any reason why Turkey is 
chosen as the first country to send in an evaluation team ? 

Mr. Murpuy. Yes, I can tell you easily why I chose Turkey. 

First of all, I chose Turkey because of the magnitude of the aid 
program again, a very large military assistance program, a very large 
defense support program, a technical cooperation program of medium 
size, and Public Law 480 activities. 

Secondly, it was chosen because it had not been evaluated by an ICA 
evaluation team. So that we had a program there which has been 
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running continuously since 1947 when the Truman doctrine was in- 
augurated and the Greek-Turkish aid program was started, and I 
thought it was high time to have a look where we have come and to 
see if we are achieving the objectives that the United States has estab- 
lished for itself there. In a nutshell, that is why Turkey was chosen. 

Chairman Morcaan. Mr. Murphy, did you get full cooperation from 
most Government agencies in setting up your program ? 

Mr. Morpuy. I am enjoying extremely cordial relationships with 
the operators in all the programs. I would say in all honesty, at the 
moment our relationships leave nothing to be desired. 

As an example in point, I can indicate first of all the Department 
of State; I don’t know whether the committee realizes the problem 
that is presented to Deputy Under Secretary Henderson when some- 
body walks into his office and tells him they need five Foreign 
Service officers of class 1 and ina hurry. It is customary to have the 
assignments for such officers worked out 8 months in advance of their 
termination of their current assignments. Despite this, Mr. Hender- 
son and his staff threw their weight into this problem and produced 
within 90 days four class 1 officers to head five of the teams. e fifth 
one is designated and will come on board this month. 

In addition, they provided Mr. Crouch, who is acting as the Di- 
rector of the Division at the moment, but who is permanently going 
to be assigned as Assistant Director for Operation. 

In terms of ICA, Mr. Riddleberger and I have been over the evalua- 
tion plans. We have no problems of substance or procedure at the 
moment with which to wrestle. He produced a former mission direc- 
tor to serve on the evaluation team for Turkey. He is currently at 
work lining up candidates to form the teams that will go to the Orient, 
Latin America, and to Europe. 

Turning now to the Department of Defense, General Palmer, Sec- 
retary Irwin, the Deputy Directors of the Office of Military Assistance 
Mr. Leffingwell and General Wright have cooperated 100 percent. 
Rants General Duncan’s reporting date is again an indication of 
this. 

Lest it be misunderstood, I should not refrain from saying that 
assignment of flag and general rank officers also has its problems, 
Mr. Chairman, which I appreciate and which on the part of the De- 
partment of Defense indicates the highest degree of cooperation. 

Chairman Morean. Thank you, Mr. Murphy. 

Mrs. Bolton. 

Mrs. Botron. Thank you, Mr. Chairman. It is perfectly delightful 
to have you here in this capacity, Mr. Murphy. You have the con- 
fidence of this committee as few people have had it. 

There must be a good deal of difference between what you envisage 
and have mapped out for us so well and the evaluation work conducted 
by Mr. Wood. 

Mr. Mourruy. Yes, it is substantially different in that it is so much 
broader. Mr. Wood, as you know, evaluated only ICA programs. 
Yet it was clear, as I said in my statement, that Congress had in mind 
here a program wider than that. So my evaluation teams will have 
three principals on them rather than just a political officer and an 
economic officer; they will also have a military officer and when they 
go into the country they will go across the entire spectrum. 
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Mrs. Bouron. It is particularly important that we have that on 
the record today with all the rest you have presented to us. You 
report directly to the Under Secretary ? 

Mr. Murruy. Yes, to Mr. Dillon. 

Mrs. Botton. Are you going to report to Con ? 

Mr. Murpuy. I expect to be reporting to the Congress. I am here 
today giving a preliminary report. I would expect at least once an- 
nually and perhaps more often you will want me to come up, in which 
case I will - happy to do so, and keep you currently advised on the 
activities in process. 

Mrs. Botton. Any of us can ask for such reports? 

Mr. Murruy. Aé will. 

Mrs. Bouron.. We are very happy to know at the start that you give 
every indication that you want to work with us and make us more, 
what shall I say, wise in the whole performance of what is after all a 
duty we share with you. 

Chairman Morgan. Mr. Carnahan. 

Mr. Carnanan. Mr. Murphy, are the five evaluation teams in 
being at the present time? 

Mr. Moureuy. No, Mr. Carnahan. Only one is completely in exist- 
ence and that is for Turkey. It has the officer in charge, General Dun- 
can and Lloyd Larson of ICA. Three other Foreign Service officers 
are on board, Mr. Frank Waring, who has been assigned responsibility 
for the Orient, Mr. Randolph Higgs, who has been assigned responsi- 
bility for Europe, and Mr. John Carrigan, who has been assigned re- 
sponsibility for Latin America. I have an official request in the 
hands of both Ambassador Riddleberger and General Palmer for the 
assignment of officers to fill out these teams. I expect a couple of 
them at least will be filled out this month and will be undertaking their 
first evaluation by April 1. 

The fifth officer from the Foreign Service, Mr. Ockey, who is being 
transferred from Germany, is going to take some home leave and he 
will not come on board until about April. 

Mr. Carnanan. Isthestudy in Turkey actually underway ? 

Mr. Murpuy. Yes, sir. The officers are being briefed in Wash- 
ington. They will go through very extensive briefing by the State 
Department, the political bureaus, and the economic area by the De- 
fense Department, by ICA, by the Development Loan Fund, by the 
Bureau of the Budget, by the Office of International Finance in the 
Treasury, by the Department of Commerce and by any other Govern- 
ment agency that has any interest or activity taking place in Turkey. 
When they go to Turkey, they will have the broadest picture of U.S. 
operations in that country that it is possible to get. 

Mr. Carnanan. If the Foreign Affairs Committee cares to hear 
them before they go, they would be available? 

Mr. Murrnuy. Yes, they would be available to come up and talk 
to the committee. 

Mr. Carnanan. How long do you expect it will take to com- 
plete a study like the study in Turkey ¢ 

Mr. Mureuy. Mr. Carnahan, I am an impatient man by nature, so 
TI have set some pretty strict targets for myself and staff. I am not 
deluding myself about the ability to achieve those targets immediately. 
When I get the operation rolling, I hope that evaluations of—will 
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normally average about 90 days; that is, the period of briefing in 
Washington, the on-the-spot survey in the country, and the time for 
the writing of the report and the publication at the end of the survey. 

This will vary. I said average because a complex country program 
like Turkey will undoubtedly take a longer time than a program in a 

country where perhaps we have only technical cooperation underway. 
But I am hoping to have each of these teams evaluate four countries 
per year, so that by the end of 3 years we should have evaluated 
every program that the mutual security program is conducting. 

Mr. CarnaHan. That envisages looking at them again? 

Mr. Murrny. Yes. The followup, of course, would pick up where 
the previous evaluation left off, particularly focusing on any recom- 
mendations that had been made which were adopted or which had 
been rejected for any reason to see whether the circumstances had 
changed in the interim, whether new recommendations were indicated. 

Mr. Carnanan. Thank you, Mr. Chairman. 

Chairman Morean. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. 

Mr. Murphy, I am greatly pleased with your statement, the figures 
presented, and the comprehensiveness and vigor with which you are 
attacking the problems and the tasks assigned you. 

In getting your personnel, do you just take whoever is assigned to 
you by the State Department or ICA or the Pentagon? Or are you 
in a position to go outside them, if you wish, to get. somebody who 
isn’t in the club and doesn’t have personal attachments there, attach- 
ments that are normally human ? 

Mr. Morrny. I am not only in a position, but I expect to do that 
on occasion. To answer your first question, I do not just take the 
people assigned to me. In fact, the five Foreign Service officers were 
assigned from a list of officers that I prepared which would be ac- 
ceptable to me. 

Mr. Jupp. That is good, because it was our fear that such might 
not be the case. You will recall that when ECA was set up in 1948, 
every agency that had somebody that they would just as soon get rid 
of, would recommend him to Mr. Hoffman and say, “This is the man 
for you.” 

It is the normal procedure to promote into a new agency a person 
not wanted in his own. I was going to say this before you gave the 
names of some of the people you have taken, some of whom I know 
personally. I don’t want to reflect on any individual. I felt so 
strongly on this that I will say on the record that when I first heard 
that Secretary Dillon was thinking of you as the man to be Inspector 
General, I said to him, “I wonder whether you want to put Murphy 
in that spot. We have the greatest confidence in him. But he has 
been in the program. Maybe we ought to get somebody outside who 
wouldn’t have any attachments or loyalties or anything of the sort.” 
On the other hand there is great advantage in having you because you 
have the whole program at your fingertips. 

You said you served prior to your appointment as Assistant Deputy 
Director-Comptroller. Who was the deputy to whom you were 
assistant ? 

Mr. Morpny. Mr. William Fitzgerald at that time. 

Mr. Jupp. Who was the Director-Comptroller above hima ¢ 
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Mr. Murpuy. He was the Deputy Director for Management and I 
was Assistant Deputy Director-Comptroller. He reported, of course, 
to Mr. Saccio and the Director of ICA. He has left and was succeeded 
by Mr. Grady who is here this morning. 

Mr. Jupp. I am tremendously pleased with your report today, and 
that they are giving you the men you want. 

I have no further questions. 

Mr. Mourreny. Off the record. 

(Discussion off the record.) 

Mr. Jupp. We are pinning a lot of our hopes on you, Mr, Murphy, in 
this program. Everybody knows this program is in trouble. Every- 
thing that goes wrong that can be made into a new story or headline 
damages the whole effort. You are the fellow that we are counting 
on, not just to prevent anything bad happening, but to bring it out if 
it does occur, and correct it so we can with clean hands go before the 
American public and the Congress. Thank you very much. 

Chairman Morean. Mr. Zablocki. 

Mr. Zastockt. Thank you, Mr. Chairman. 

Mr. Murphy, I want to join my colleagues in the expression of con- 
fidence in you, sir. 

My question is related to the question asked by Dr. Judd. I, too, 
had some concern about recruitment procedures, particularly since 
repeatedly in your statement you point out that the best talent availa- 
ble must be recruited, and that the staff must include personnel with 
broad experience. 

You say that such personnel is not easy to recruit. Do you have 
any suggestions as to how this personnel could be more easily 
recruited? You partially answered the question, Mr. Murphy, when 
you said you had a choice where you would recruit. The personnel 
or the individuals are not limited for you to select from a certain 
group or category of individuals, you can select from wherever you 
desire. 

Have you any suggestions as to better recruitment of such very 
valuable and desirable personnel ? 

Mr. Mourpuy. Well, no, I don’t. Witness the fact that this Mr. 
Nugent that I referred to isn’t going to come on board for about 3 
weeks. I could have chosen others since last August, I assure you I 
have interviewed many people for the job of the head of this investi- 
gations unit. I had been tempted because of my impatience to get on 
with the job and get the staff going, on a couple of occasions, to jump 
and take somebody that I wasn’t absolutely sure of. But I managed 
to restrain myself. 

I think in this man Nugent I have chosen a real crackerjack, if I 
can use the term, and I am sure that I am going to be satisfied that he 
was worth waiting for. 

As I indicated in my statement, I went to every conceivable place 
I could think of to look for candidates for this job. Ironically 
enough, this particular individual turned up through the normal State 
Department recruitment process and was referred to me through the 
normal process after I had been beating the bushes seeking assistance 
everywhere. 

The normal process flushed this man up to me. I am extremely 
happy now that I waited because I think I have exactly the right 
man for this job. 
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Mr. Zasxockt. I hesitate to ask the next question, since it is evident 
that some of the organizations who have expressed opposition to the 
program and were highly critical, evidently must have had people 
who were specialized in the field of audit, accounting, budgeting, and 
financial matters. Have you thought of recruiting from the field of 
these experts ? 

Mr. ienene. Frankly, Mr. Zablocki, I did not. 

Mr. Zas.ockt. Some of these groups do present some very potent 
arguments and point out serious flaws in our aid program. 

wonder if they had any personnel that you might be able to use? 
There may be an available field of specialized personnel. 

Mr. Murruy. I would certainly take that under advisement. 

Mr. Jupp. I may add that when I talked to Mr. Dillon and raised 
a question about you, he said that one reason he is for Murphy is 
because you had turned up a lot of things through the years that you 
tried to get corrected but were unable to get corrected. You are now 
in a position to get them corrected. The fact that you were trying 
to do this cleanup before, even though you didn’t always succeed, is 
all to your credit. 

Chairman Morean. Mr. Fulton. 

Mr. Futon. We are glad to have you in your present position of 
responsibility. I hope that you are now settled and ready for a real 
watchdog role in the U.S. foreign-aid program. I believe the com- 
mittee is behind you in a go-ahead as Inspector General of the 
program. 

I would like to bring up one thing that has concerned me on the use 
of counterpart funds. 

In the first session of this Congress in the Mutual Security Act 
last year I had an amendment which was then amended by Senator 
Humphrey and came out a composite finally in the act, that was 
to emphasize the fact that the United States could use these coun- 
terpart funds in local currencies for scientific purposes on U.S. 
scientific programs as well as free world scientific programs. 

One point I was chiefly interested in was the translation of books, 
treatises, and pamphlets of a scientific nature. In many cases the 
United States can hire local people with local currencies and get 
done a job that is impossible in this country. It would give the free 
world scientific community greater access to the scientific developments 
both before and behind the Iron Curtain. 

I realize that in the exchange between Russia and the United States 
it now runs from, and to each country between 85,000 and 90,000 
items a year, totaling 170,000 to 180,000 items of exchange annually. 
But, for example, in Communist China we are unable to translate 
much more than about, I believe it is about 20 types of issues. Even 
in Russia we are not able to keep up with a large volume of their 
scientific monographs and treatises, some of which problems already 
investigated, we have found that U.S. scientists are working on certain 
phases trying to invent and they have already invented or started 
on the basic approach. Russia has a much greater program of this 
translation than we do, and is very careful about it, as a real source 

of scientific knowledge and progress. 

I wish that you would see if you could, where the counterpart and 
local currencies can be used for this purpose, and even to the acquir- 
ing and distributing of books and pamphlets, which is in this amend- 
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ment, so that we get a wide dissemination of these particular scientific 
developments throughout the world. 

I believe in conjunction with the Library of Congress and some 
of the universities that have contracts with the Library, and other 
institutions, there is a tremendous scientific field that could be devel- 
oped. I hope you will look into it to see that they are using the 
provision of the Mutual Security Act in full as well as Public Law 480, 
m this regard. 

Thank you very much. 

Chairman Morean. Mrs. Kelly. 

Mrs. Ketuy. Thank you, Mr. Chairman. 

Mr. Murphy, I join my colleagues in wishing you the best of 
luck in the suecess of your endeavors. However, at this point I 
don’t know whether to extend my felicitations or condolences. 

Mr. Murreny. I could use some of the latter. 

Mrs. Kextiy. Do you intend to make public or keep secret the find- 
ings as the result of each country report that you have made? 

Mr. Murpuy. Well, I hope to do part of both. I certainly expect 
that the history and background of the program will be made avail- 
able to the Congress and also the findings of the teams. 

Now, when it comes to recommendations and advice given to the 
management, I think probably it will fall into the area there of 
executive privilege, which, of course, will apply to this as it does to 
all other reports of that nature. 

What I am trying to do is divide these reports so that the maximum 
possible information can be made available to interested congressional 
committees even though it may be classified. 

Mrs. Ketty. Mr. Murphy, don’t wave that “executive privilege” 
before me. It is like waving a red flag. I hope you keep it secret. 
I think it is going to be deterimental to the entire program and I 
would like to express myself at this point, for the reason that I think 
if you express your findings on one country, it might be detrimental 
to the entire part of the program. That is the way I feel. 

Mr. Murpuy. They will be classified definitely. 

a Ketiy. They get unclassified to the newspaper people very 
quickly. 

Chairman Morean. Doesn’t the Hardy amendment apply to your 
operation ? 

Mr. Mourrny. Yes. As a matter of fact, there is a special subsec- 
tion (d) to section 533A which has to do with supplying of informa- 
tion to the ne 

oy Ketty. Tothe Congress. I am saying “public.” 

r. Mureuy. The public, no. 

Mrs. Kety. Iam saying “public.” 

Mr. Mourpny. I can’t conceive of one of the evaluations that will 
not have to be classified, because they are going to be soul-searching 
analyses that will go down to the depths. 

Mrs. Ketiy. I would like to pursue the question of my colleague 
as far as these studies are concerned. 

Would it be possible for you to take a person from GAO with 
you? That agency isa legislative agency. 

Mr. Mourreny. Yes. I could get people from any Federal agency or 
outside the Government, expertise, that might be needed in a given 
program. I fully expect to do exactly that. In some instances I will 
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get economists from other than ICA. I would hope I may eventually 
get retired military officers in some instances. 

Mrs. Ketiy. May I express at this point the reason for saying 
that they are making a similar study, and it certainly could be a 
coordinated one. If you had a team, I would think it would be pref- 
erable to carry it out with the executive branch and the legislative 
at the same time. 

Mr. Mureuy. I have to coordinate my activities with the Comp- 
troller General. My staff had one session with the Assistant Comp- 
troller General, Frank Weitzel. We are in contact with Geor 
Staples. We are in contact with Mr. Newman. I hope we will 
increasingly—and, in fact, it is a coincidence, but coming down in 
the car this morning I was talking to Mr. Storey about increased 
liaison with the military arm of the General Accounting Office be- 
cause of our interest in the military assistance program. 

Mrs. Ketxiy. Have I any further time? 

Chairman Morean. One more minute. 

Mrs. Kexuy. I am not acquainted with this McClellan report. Is 
that one of those outside groups, or is it a direct report of the Mc- 
Clellan committee? Is it one of those? 

Mr. Moureuy. No, this is a committee report. It is made by the 
committee itself as a result of hearings it conducted. It is not a hired 
group from outside. 

Mrs. Ketuy. I would like to bring the attention of this committee 
to an article in this week’s New Yorker. I think it is very apt at this 
moment about money spent by the other body as to reports. I in- 
tend to put it in the record. I think this committee here and the 
House should, in their reports, reflect the cost of the $300,000 that the 
other body has spent in obtaining reports. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Mr. Murphy, I have gone over your report with interest. I notice 
on the last page a statement: 


The office will be fully operational by fiscal year 1961. 


My question is: How far has the presentation material this year 
been affected by your activities? Any at all? 

Mr. Morruy. Very definitely, Mrs. Church. 

This was one of the functions that I had to assume right away and 
perform. I assure the committee we took last year’s presentation 
books and actually decided the changes to be made in those books to 
make the presentation for this year. 

I had touched on that previously before I got to my prepared state- 
ment, and detailed the differences in the set of presentation books 
this year from last year. All of these were—— 

Mrs. Cuurcu. Did your aid confine itself to the method of presenta, 
tion; or were you drawn into the making up of the program? 

Mr. Murruy. I was drawn into the making up of the program to 
some extent, Mrs. Church, but I wouldn’t want to mislead you on 
that. I was referring in my remarks specifically to the format and 
the design and what financial and statistical content would be in- 
cluded in the books. 

I would say, in all honesty, that the impact that I was able to brin 
to bear on the fiscal year 1961 program was minimal, because I fin 
myself in August, at the time when all these things were done, only 
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one man trying to collect staff, with the budget exercise on top of me. 
I would expect before the 1962 exercise starts that this Division of 
Financial Management would be substantially staffed and would have 
a very substantial impact on the program for that year. 

Mrs. Cuurcu. How much impact—or how much influence do you 
think your operations will have on the future preparation of the pro- 
gram itself? 

Mr. Morpuy. That will depend, Mrs. Church, to a large extent on 
what kind of a job we do. This is the kind of a job that you just 
don’t achieve because you are given a title or put in a certain position. 
You achieve it because you indicate without any doubt in the minds 
of the people who have to make the decisions that you have a con- 
tribution to make to this exercise. I don’t fool myself on this. I 
believe that when we do the financial analysis work on the fiscal year 
1961 program and review the 1962 proposals that, if we do it in a 
professional manner, the findings of our analyses on these programs 
will be considered seriously by management, by Mr. Dillon, by Am- 
bassador Riddleberger, and others, in arriving at their conclusions as 
to the proposed programs for fiscal 1962. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Chairman Morean. Mr. Selden. 

Mr. Setpen. Thank you, Mr. Chairman. 

Mr. Murphy, I, too, am impressed with your report and certainly 
think that this program has great possibilities. However, I am also 
somewhat concerned over the makeup of some of your inspection and 
evaluation groups. I note that the team that will evaluate the program 
in Turkey is composed of a member of the Foreign Service, a repre- 
sentative of the military, and two representatives of the ICA. 

Do you believe that an evaluation team made up of personnel repre- 
senting the Departments that are to be evaluated will foul objective as 
an evaluation team composed of personnel outside of these Depart- 
ments ? 


Mr. Mourruy. First of all, there is only one representative of ICA, 
Mr. Larson. 


Mr. Sevpen. You said an assistant was to be provided from the Divi- 
sion of Security also. 

Mr. Murpeuy. That is my own office. 

The second thing I would like to point out: Mr. Larson is not em- 
ployed by ICA. He is a former mission director. He was not in the 
regular employ of ICA. He was recently hired as a consultant and 
came on board just to do this job. He hasn’t come from within the 
organization as you might have thought from the way he is described 
in here. 

The reason why I would tend to use personnel from ICA, from the 
State Department, from Defense, and from the Foreign Service, lib- 
ade would be because of their heavy experience in the international 

eld. 

But, as I have indicated in response to Congressman Zablocki and 
Congressman Judd, I do not propose to use these personnel exclusively. 
I fully expect to get the economist type from outside on occasion. I 
hope to get people with military background who are no longer on 
active duty who may be brought back for the purpose of an evaluation. 

Mr. Sevpen. Do you anticipate getting people without any military 
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background, and without any background in either the Foreign Service 
or the ICA? 

Mr. Murpuy. Yes, sir. 

Mr. Sevpen. I would think such personnel would be valuable. 

Mr. Murpuy. I hope on occasion to have intelligent laymen who are 
just hired because they are intelligent laymen and not because they are 
international or political theorists. 

Mr. SeipEen. Do you expect to get such personnel to serve as a mem- 
ber of each one of the evaluation teams ? 

Mr. Murpuy. I really hadn’t planned it that way, Mr. Selden. 

I had thought of interspersing these types as we went along on indi- 
vidual teams, but the general composition of the teams would be basi- 
cally as I have indicated here, one from the Foreign Service, with heavy 
political international experience, one with experience in the economic 
aid programs and one with military experience. 

Mr. Sevpen. I think your program has great possibilities, but I 
hope that you will consider going outside the agencies affected for at 
least a portion of your personnel so that they won’t be investigating 
themselves. 

Mr. Murpuy. I am very interested in this angle. I will keep it in 
mind, Mr. Selden. 

Mr. Sevpen. Thank you. 

Chairman Morean. Mr. Adair. 

Mr. Apatr. No questions, Mr. Chairman. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Mr. Murphy, I naturally am predisposed in your favor 
because of the similarity of your name with my beloved friend and 
colleague from Chicago, Mr. Murphy of Illinois, a most valuable 
member of this committee. I am, though, a little disturbed. Your 
office has been created on the initiative and largely because of the de- 
termined drive of the chairman of this committee, Dr. Morgan, to 
inspect ICA and investigate into its operations. And I read in your 
statement that you have selected your personnel—this is for the 
mutual security program investigations—from ICA personnel. 

In Chicago there was a demand for an investigation of the police 
department and the setup of a new operation. The mayor of Chicago 
met the situation by saying, “We will get a superintendent of police, 
not from Chicago, but from another city far removed, entirely dis- 
associated.” When you are investigating the programs of ICA, 
shouldn’t you get personnel unconnected with ICA ? 

Mr. Murpuy. Mr. O’Hara, the answer to that question is that be- 
cause of the operation of law and civil service regulations, these per- 
sonnel who comprise the Inspection Division of ICA were automatic- 
ally transferred to my Office. 

I want to make sure that you understood this was not a decision on 
my part to go over and select these people and move them over. The 
operation of section 533A did exactly that and on the 24th of July 

Mr. O’Hara. Whose decision was it? 





Mr. Murpuy. The law did it, Mr. O’Hara. On July 24th, when 
the President signed the Mutual Security Act, these personnel became 
part of my Office. 

Mr. O’Hara. I get it. 
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Mr. Murpuy. It wasn’t a question of my going over and selecting, 
taking this and not taking that one. They were part of the new 
office before I was. 

Mr. O’Hara. I am of the opinion, Mr. Murphy, you will do a 
good job. ; 

Mr. Murpuy. Perhaps I should say too, to ease your mind, Mr. 
O’Hara, and I can understand your concern, that I too am a former 
ICA employee. I have a willingness to call a spade a spade. My 
personnel are going to do the same. I assure Pa I will not tolerate 
any action on the part of my personnel that will tend to color a judg- 
ment because of past association. They must be objective. 

I am, of course, not part of the ICA now. 

My staff is all over in the State Department reporting to Mr. Dillon. 
These personnel have been transferred to me. 

I assure you that they will be indoctrinated and oriented to be com- 
pletely independent of the operating agencies. As I said, I will not 
tolerate a judgment which is colored by a desire to cover up because of 
past associations. 

Mr. O’Hara. I do not wish my remarks to be interpreted as a reflec- 
tion upon many fine people in ICA. I do think, however, it would be 
wiser 1f more of your personnel were selected from outside. 

Chairman Morean. Mr. Bentley. 

Mr. Bentiey. I want to ask you a few questions about the super- 
vision that your Office possesses on the expenditure of local currencies. 
Would they be confined to the local currencies that are generated under 
and related only to the mutual security program ? 

Mr. Murruy. Yes, sir. Under Public Law 480 they would refer to 
sections 104(c), which is military assistance; (d), which is triangular 
trade; (e), which is grants for economic assistance; and (g), which is 
loans for economic assistance. 

Under section 402 of the Mutual Security Act they would be the 
proceeds of the sale of agricultural surpluses, and under other sections 
of the Mutual Security Act they would be counterpart sales proceeds 
generated as a result of grant economic assistance, either defense 
support or special assistance. 

Mr. Bentiey. I wonder if I could ask you a question about a certain 
portion of this presentation book on page 187 if you have it in front 
of you. You have a classified footnote on page 187 with respect to the 
use of Public Law 480 currencies under section 104(e) of that law. In 
nine countries where apparently the amount of counterpart, or Public 
Law 480 currency, which is available is deemed to be far in excess of 
the prospective requirements of the pro; , and apparently up to 50 
percent of the amount available—which seems to si if I read this 
second paragraph and the second column correctly, is $910 million— 
will be available for economic grants to these nine countries. Have 
you found the place I am reading, sir? 

Mr. Murpny. I don’t see the $910 million. 

Mr. Bentiry. You see the second paragraph in the second column? 


It says here, as of last June 30 deposits on hand amounted to $910 
million. 


Mr. Mourruy. Yes. 
Mr. Bentiey. Then you say that $455 million is unobligated. My 
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question is, is the amount to be used within these nine countries, accord- 
ing to this classified footnote, 50 percent of the first figure or the 
second ? 

Can you give me that information ? 

Mr. Murruy. I do not believe it is 50 percent of either, Mr. Bent- 
ley. It is not 50 percent of the amounts that are available in just 
these nine countries. The figures up in that second paragraph rep- 
resent, I believe, worldwide figures covering all countries. 

I would be able to supply you, Mr. Bentley, a statement which 
would show for each of sa nine countries what the local currency 
availabilities were and the computation of 50 percent. 

Mr. Bentiey. Thank you. 

(A classified memorandum was subsequently supplied by Mr. Mur- 
phy in response to Mr. Bentley’s request.) 

Mr. Bentizy. Mr. Murphy, of the money that is to be used in these 
nine countries, is it to be in the form of economic grants? 

Mr. Murpuy, Yes. 

Mr. Benttey. Is that considered part of the mutual security 
program ¢ 

r. Mureuy. Yes, sir. Wait. First of all—“No,” is the technical 
answer to your question. It is Public Law 480. But it is adminis- 
tered by a mutual security agency, namely, ICA, under section 104(e) 
of Public Law 480; by Executive order the responsibility for that is 
oa first in the Secretary of State, and then by aidiaasion in 

Mr. Bentiey. Are there substantial amounts of local currencies 
which are not related to the program and over which you would have 
no jurisdiction as far as their expenditure is concerned ! 

Mr. Murry. Yes, sir. For example, there are Cooley amendment 
funds under section 104(e) which are administered by the Export- 
Import Bank and with which I have nothing to do. There are all the 
funds reserved in the sales agreements for what is known as U.S. use 
as differentiated from assistance to the countries. These cover Ful- 
bright grants, foreign building operations, and general expenses of the 
U.S. Government. 

I have absolutely nothing to.do with any of those. These are han- 
dled by the Treasury and the Bureau of the Budget with the agencies 
concerned. I come in the picture on these local currencies only 
where a mutual security program administering agency is involved 
and those are (c), (d), and (e), partly (e) that is, and (g) of Public 
Law 480. 

Mr. Benttey. Let’s see if I have the categories. First, counter- 
part money. Sections 402 and 550 and then we have Public Law 480 
including title 2. 

Mr. Mourrny. Yes, sir. 

Mr. Bentiey. Finally, we have foreign currency repayments par- 
tially arising out of DLE repayments and other forms of repayments. 
All of those you would be responsible for? 

Mr. Murry. Yes, and I would be keeping the records, and work- 
ing on them generally. 

Mr. Bentuey. It is not whether they were generated under the mu- 
tual security program or not; it is how they are spent in accordance 
with mutual security program provisions? 

Mr. Moureuy. Yes. 
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Mr. Bentizy. Do you find any cause for concern regarding the 
amount of counterpart or, let’s say, local currencies not in an overall 
basis, but that are being built up in certain countries and apparently 
are far in excess of the possible requirements in those particular 
countries? 

Mr. Mureny. Well, let me answer the first part of your question 
first, and the answer is an affirmative answer. In fact, I am heartily 
in accord with this decision to use grants under 104(e) to these nine 
countries and if I were personally making the decision we would go 
further than that. 

With respect to the second part of your question, the question of 
requirements is a subjective question. What is a requirement in a 
foreign country? I believe that almost any amount of local currency 
in the countries where we are building it up can be usefully used in 
that country provided it doesn’t bring about some drastic economic 
result that we wouldn’t want to happen. 

For example, I readily visualize circumstances where it would be 
in the U.S. interest, as well as the country interest, not to spend all 
local currency we have, but as a counter-inflationary measure, to keep 
some of it idle or sterile, if you will, but I have yet to see the country 
in my travels which just couldn’t use, in terms of public projects, 
housing, benefits to the people, all the money that is available. The 
need is there. 

Mr. Bentiey. Mr. Murphy, I would be interested, and I think the 
committee would be interested in having — personal recommenda- 
tions, if you want to put them on that basis, since as you say you 
would go further even than the decision referred to in this classified 
footnote. 

Mr. Mourruy. I think I have more or less described it, Mr. Bentley: 
I believe this is a step in the right direction but I advocate more 
grants under 104(e) and fewer loans under 104(g). 

Mr. Bentiey. You wouldn’t exceed the 50 percent, perhaps? 

Mr. Mourruy. In some instances I would. 

Mr. Benttey. Then is there any particular way in which that 
could be written into law if it were deemed possible? We don’t ad- 
minister Public Law 480 in this committee, of course. 

Mr. Mourpnuy. Of course, if the Congress decided to do it, they 
could stipulate a certain portion of local currencies generated by title 
1 of Public Law 480 must be used for section 104(e) grants. 

Mr. Bentey. Does 104(e) contain the language of 50 percent ? 

Mr, Murenuy. No. 

Mr. Bentiey. That isan administrative decision? 

Mr. Murrny. Yes. I would hasten to point out it is a substantial 
departure from the past where it was much more restricted. 

Mr. Bentiey. If the administration decided 50 percent was not 
the right figure, the administration could increase it without further 
legislative action, could it not? 

Mr. Murpny. Yes, sir. 

Mr. Bentter. The decision would then entirely not be within the 
province of Congress? 

Mr. Murpny. No, I misunderstood your question. , 

Mr. Bentiey. Mr. Chairman, I wish we could get 480 in this. com- 
mittee, at least a part of it. 

Chairman Moraan. Mr. Fountain. 
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Mr. Founrarn. Thank you, Mr. Chairman. 

Mr. Murphy, I would like to add to what has already been said and 
say for myself that I have been very much impressed by the fluent and 
forthright way in which you have answered questions this morning, 
and by a very splendid statement relating to the organization which 
you head. In fact, it has been so fine that I am prompted to continue 
some of the questions which have already been propounded to you con- 
cerning the extent of the independence of your Office. 

As I understand it, you are appointed by the Secretary of State? 

Mr. Murpny. Yes. 

; Mr: Fouwsam. And you report directly to the Under Secretary of 
tate ¢ 

Mr. Mourpny. Yes. 

Mr. Fountarn. In your statement you also said, and you have said 
in response to Dr. Judd and others here, that your setup will be com- 
pletely independent of all operating agencies. Just how independent 
will you be? 

For example, suppose one of your evaluation teams submits a report 
and recommendation, and you in turn agree with it and submit it 
to the Under Secretary. Suppose the Under Secretary completely dis- 
— with it and says, “This will be the end of it.” Is that the end 
of it? 

Mr. Mourrny. If he makes that decision, yes, sir, because my role 
is one of recommending. I am not in the line of operating authority. 
I cannot, for example, tell Ambassador Riddleberger how to run ICA 
or General Palmer how to run the Office of Military Assistance; I can 
make recommiendations to them, and Mr. Dillon, and I can make sure 
that these people consider these recommendations. If in the final 
analysis they or Mr. Dillon disagree with the recommendation, that 
would be the end of it. 

Mr. Fountarn. I think I understand that. 

Now, after reporting to the Under Secretary, if he should make 
such a decision before, say, this committee is aware of the contents of 
your evaluation and your recommendation, does that mean that this 
commitee would not have access to the evaluations and the recommen- 
dations you made to him ? 

Mr. Moreuy. No; not necessarily, Mr. Fountain. I can readily 
visualize circumstances where it would be reported that a recommenda- 
tion was made, but proper authority disagreed with it and did not 
implement it. This I expect will happen. 

T hope our batting average is high, but I am not deluding myself 
that we are going to be right all the time. The operator may decide 
contrary to our recommendation. 

Mr. Fountarn. I agree that such may well happen. 

My next question is, I believe, the most important one. What au- 
thority does the Secretary or the Under Secretary have over you and 
your organization prior to the time you make your report ? 

Mr. Mourruy. Well, the line of command runs from Mr. Dillon to 
me. Section 533A says I will report to Mr. Dillon, and I do exactly 
that. So I follow his instructions. 

Lest I be misunderstood, I hasten to add that Mr. Dillon is the kind 
of - individual who passes the ball to you and expects you to run 
with it. 
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Mr. Dillon is not attempting to tell me which country should be 
evaluated, what investigation to start or to stop, or what audit to 
initiate or review. 

I have substantial free movement in the Office as a senior official. 
I have had absolutely no problem along these lines, nor do I anticipate 
one. 

Mr. Fountain. In addition to the provision of the act itself, have 
any rules and regulations or memorandums been prepared setting 
forth the extent of responsibility and authority of your Office? 

Mr. Murpuy. Yes, sir; the circular that I referred to in my state- 
ment, Department Circular 339, which has been promulgated and 
which first established and then prescribed—the responsibilities of the 
Office indicates clearly that the line of command runs from me directly 
to the Under Secretary of State. It sets out what the Office is sup- 
posed todo. My own immediate Office plus these three divisions, that 
is. Itsets that out in fairly specific terms. 

Mr. Founrarn. I understand from what you have said here this 
morning, notwithstanding the chain of command and realizing the 
intent of Congress, that you expect to run this Office independently and 
to exercise your best judgment and to make your own independent 
decisions without influence from those to whom you must report ? 

Mr. Moreny. That I do. 

Mr. Fountatn. Thank you, Mr. Chairman. 

Chairman Moraan. Mr. Fascell. 

Mr. Fascetu. Thank you, Mr. Chairman. 

Mr. Murphy, I admire your spirit, your knowledge of the subject, 
and certainly your ability. I would hasten to add very quickly, how- 
ever, it seems to me this morning in this discussion and presentation 
that there have been substantial additions to your responsibilities 
and duties and expectations which I didn’t read into the law and 
don’t understand to be part of your functions at all. 

Mr. Fountain has delineated one of these on which I had a specific 
question. But there are others. For example, with respect to em- 
ployees, you can only hire and fire, can you not, pursuant to the law? 

Mr. Murreny. That is correct. 

Mr. Fascett. That means you must take Foreign Service, civil 
service, or consultants without or with compensation ? 

Mr. Mureny. That is correct. 

Mr. Fascety. As far as employees, as has been suggested by one 
other member here this morning, coming from organizations or insti- 
tutions or areas which would be knowledgeable of the program but 
highly critical, it certainly should not be expected of you that you 
would employ somebody who is opposed to the whole program to 
make a survey and evaluation ? 

Mr. Murruy. That is correct. 

Mr. Fascetu. It was suggested that great expectation might come 
from you as an individual and from the operation of your Office 
because you would not only detect the deficiencies but would see that 
they were eliminated, which is, of course, absolutely erroneous—you 
have no way to implement them. 

Mr. Morreuy. That is exactly right. All I can do is recommend 
corrective action and in the event that I believe corrective action has 
not been taken, I may then, through recourse to my immediate su- 
perior, who is the managing director, if you will, of the entire mutual 
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security program, make him acquainted with the facts and, if pos- 
sible, persuade him that he should directly, through channels, issue the 
necessary orders to have this correction ee 

Mr. Fasceti. But the point right there is that you are an employee 
of the Department of State and that is where your allegiance is and 
not to Congress. 

Mr. Mourrny. That is correct. 

Mr. Fascett. Primarily. 

R Mr. Murpuy. I work for the executive branch, the Secretary of 
tate. 

Mr. Fascenz. It has been suggested by another member, Mr. 
Murphy, that you should investigate and as you evaluate and as you 
gather statistics you might make recommendations with respect to new 
programs and the formulation of such programs. That is completely 
outside the scope of your responsibility, is it not? 

Mr. Mourpuy. No, sir. I believe evaluation properly conducted 
should not only consider whether a program being conducted is being 
conducted effectively but whether it is the right kind of a program 
under the circumstances, given the U.S. objectives that are sought by 
the program, and that this evaluation may very well recommend either 
a change of course or an increased emphasis or perhaps a new 
technique. 

Mr. Fascety. But a new program? 

Mr. Morrnuy. Well, it depends on how you want to define 
“program.” 

Mr. Fascrtz. Exactly. 

Mr. Murrny. A new program in the sense that it might conceivably 
recommend that in a given country where there is no military program 
we will say that there should be one, but not a new program in the 
sense that here is a country out here where the mutual security pro- 
gram doesn’t even operate and that we ought to be going in there. 

Do I make myself clear ? 

Mr. Fascett. You certainly do. 

As an Inspector General, of course, this is certainly an internal 
proposition. 

Mr. Murpny. Yes, sir. 

Mr. Fascetx. Therefore, should not be subject to any external in- 
fluence of any kind, should it? 

Mr. Murrey. Well, that is a very broad statement, Mr. Fascell. 

Mr. Fascetu. I mean you are in no different position than the In- 

spector General of the Army, are you? 

Mr. Murry. No. I would say not. 

Mr. Fascety. Basically speaking. 

Mr. Mourrny. I have some broader responsibilities than the Inspec- 
tor General. 

Mr. Fascetu. Under the law you are required specifically to co- 
operate with the General Accounting Office, et cetera. 

Mr. Mourpny. Yes. 

Mr. Jupp. Is the Inspector General set up by the Army or by statute? 

Mr. Fascett. I think that is purely an internal matter. 

Mr. Murpuy. I really don’t know the answer. 


Mr. Fascrxu. I don’t know how independent the statute makes him. 


I was just exploring these possibilities, 
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The next question goes to the issue that Mr. Fountain raised on the 
question of your evaluation reports or any other reports that you make 
and submit to your immediate superior which contain, just as you 
had testified earlier. You stated, I Sliant that these reports might be 
divided into sections and of course I understand the reason for that. 
Such a report whether implemented or not would contain findings and 
recommendations and opinions to your superior. 

Will the whole report be made available to this committee or any 
appropriate committee of Congress without deletion of the findings, 
recommendations, and opinions as differentiated from the actual facts ¢ 

Mr. Murry. I do not believe so, Mr. Fascell. 

My operation, as you have so aptly brought out, is a part of the 
executive branch. It is subject to the rules and regulations of the 
executive branch. It is no different in respect to the matter of what 
can be supplied than any other element of the State Department or 
Department of Defense or so forth. 

o I would say that when it comes to this controversial area of ad- 
vice of subordinate to superior that that kind of information would 
probably not be made available. 

Factual information about findings, about progress on the program, 
these a I see no problem about. The President has made it quite 
clear that his policy is one of maximum possible disclosure of informa- 
= consistent with the public interest, and we will be guided by that 
policy. 

Mr. Fasce.ty. Your discussion leaves a big question that I found 
originally and I want it answered if possible. If you make a recom- 
mendation and it isn’t acted upon, because the decision has been made 
by your superior, that is final action, is it not? 

Mr. Murpuy. Yes, sir. 

Mr. Fascetx. This committee or some committee ought to know that 
your recommendation was made and was finally acted upon by being 
rejected, if that was the decision. If that is not available to us, we 
never will know what you did, or, what wasn’t done by your superior. 

This also applies to the General Accounting Office. Under the stat- 
utory mandate of section 523 it would certainly seem to me to be par- 
tial compliance if Pa just gave GAO and the appropriate committee 
of Congress the facts and nothing in the way of findings, recom- 
mendations, and opinions together with the ultimate action taken on 
each one by your superiors for an evaluation by them to determine 
the effectiveness of your work. 

Mr. Murry. This is an area which I obviously have to study some 
more. 

Mr. Fascetu. I hope the issue never arises. 

But I think we don’t want to leave the record here in any kind of a 
sense that the reports or evaluations would be divided at the outset 
into facts and that part which is purely advisory or recommendatory ; 
and that there might be consideration that the facts would be made 
available in some cases and not in others. I am talking about availa- 
bility to the public generally. And that in other cases involving Con- 
gress, a properly classified document, all of it may or may not be given 
to the appropriate committee of Congress; or that, in proper cases the 
classified document in its entirety or parts may or may not be given to 
the General Accounting Office. Because if partial reports are sub- 
mitted, this committee, the Congress, or the General Accounting Office 








334 MUTUAL SECURITY ACT OF 1960 


cannot tell what you or your superior are doing. Unless we have the 
full document giving not only the facts but the findings, recommenda- 
tions, and your opinions and your superior’s actions on it, the report 
is meaningless. 

Mr. Bentiey. That is exactly what the law says. 

Mr. Fascett. I realize that but I just want to be sure we under- 
stood it on the record. I may have misunderstood Mr. Murphy 
earlier when he was discussing the division of these documents into 
two parts. If there is any misunderstanding, for heaven’s sake let’s 
get it clarified now. 

Mr. Murrny. I believe there is. You did not misunderstand me 
earlier, Mr. Fascell. This of course is a very technical and I under- 
stand very controversial area. It is one in which I do not want to pose 
as an expert. 

Mr. Fascetu. Neither do I seek to bind you without the consent of 
your superior. 

Mr. Mourpny. I would have to talk with our legal adviser in the 
Department to find out exactly what his judgment would be on a situ- 
ation like this. I just am not qualified to—— 

Mr. Fasceti. Will you agree with this: Don’t you think it is a good 
idea before you ever get around to your first report that we reach an 
understanding between the Congress, the appropriate committees, the 
General Accounting Office, and your superiors as to exactly what you 
are going to do, in fulfilling the requirement of statute, before the 
first request for a report is made? 

Chairman Morean. The gentleman’s time has expired. 

Mr. Coffin. 

Mr. Corrtn. I would say on this issue Mr. Fascell has brought up 
that I would certainly expect that there would come a time that you 
would make a report oa evaluation where Congress would not get 
all of it, unless the executive is different from what the executive has 
always been. It is a difficult question, and I think you are correct not 
to pass judgment on it now. 

I don’t hold myself out as a legal expert on it. But I think there 
is an executive privilege that we hope will not be exercised except on 
very rare occasions. I would hope that you never find yourself in a 
position where you would have to say to a committee that a certain 
portion has been deleted, because your chief asset is the ability to get 
along with Congress and also to serve your Executive loyally. 

I do think if you ever placed yourself in a position where you said 
“T will never write a report unless I am prepared to submit all of it to 
a congressional committee, that this would be quite a breach with what 
we have understood the power of the Presidency to be. 

T think I can say at this point that without fear of contradiction 
that you have made the most outstanding Inspector General that we 
have ever had, since you are the first. I share the confidence of my 
colleagues in what you are going to do. 

I don’t propose to interrupt whatever part of your honeymoon is still 
left. I have just one suggestion, though, and that is as you develop 
your techniques and your organization, I would think that some of 
the other nations such as Canada, Britain, Belgium, France, and 
Germany, who are already in the aid field, would have something 
to offer in the nature of system, techniques, and that this would be an 
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area where we could have, I think, fruitful discussions that have 
not been open to us too much in the past. 

Mr. Moureny. I agree with that. That same identical thought has 
occurred to me already. It would be an interesting thing to sit down 
with the persons who are responsible for the procedural processes of 
these other countries and see exactly how they go about the extension 
of assistance, what requirements they place on it, and become familiar 
with it, because they may have some techniques that would be very 
valuable to us. I would like to have the opportunity to do just that. 

Mr. Corrtn. That is all. 

Chairman Morean. Mr. Farbstein. 

Mr. Farsstern. Mr. Murphy, first I want to congratulate you on 
your statement. From all apparent portents yours should be a very 
successful administration. 

To a certain degree this Inspector General arises out of a question 
I raised last year during the hearings about a watchdog committee. 
In that connection, inasmuch as the Inspector General is tied up with 
these various others phases as controller and so on, is there a pos- 
sibility of a conflict of interest ? 

Mr. Murpuy. No, I don’t see any, Mr. Farbstein, because I am com- 
pletely nonoperative. Iam not in the line of operations at all. So that 
if the comptroller functions which involve auditing reveal informa- 
tion—indication of deficiencies of one type or another, I can treat it 
the same way as the investigative unit, examining it for fraud could 
do, or if the evaluation exercise producers findings or conclusions, 
they all are operating outside of the line of command and in an inde- 
pendent sphere. 

I don’t mean for one instant that they might not get to different 
opinions among them. In other words, an auditor might disagree 
with an investigator or an evaluator might disagree on a subject. But 
in the sense I understand it, I can’t conceive of it. 

Mr. Faresrern. Isn’t it a possibility to a certain degree you may be 
investigating yourself and in certain instances try to cover up certain 
deficiencies? Can you envision that at all? 

Mr. Murpuy. No, sir; I cannot, given the position that my Office 
has been placed in. 

Mr. Farsstern. I truly hope it eventuates that way. 

There is a slight concern on my part so far as a conflict of interest 
because in the normal course of events one who is supposed to be a 
watchdog or an investigator, that when he investigates himself, that 
there may be some prejudice in favor of his own position as vis-a-vis 
the other. 

Mr. Murry. When you say “investigate himself,” Mr. Farbstein, 
the thing I wonder about, what do I do? I mean, the only investiga- 
tions that I can conduct are of operations under the mutual security 
program, and I don’t have any myself. 

Mr. Farsstern. Let’s see, now. 

Mr. Jupp. Investigate the investigator ? 

Mr. Mourpuy. I do not intend to investigate my own investigators 
except as normal management is always appraising the performance 
of its personnel. I would expect to be doing that continually. In that 
sense, I am not investigating myself. I am investigating the perform- 
ance by my staff of an assigned function. 
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Someone else may want to investigate me, and there are powers, of 
course, that can do that if they chose. The General Accounting Office, 
for example, can audit the operations of my Office if it chooses. - Any 
congressional committee that has a legitimate interest could do it. 

I can be investigated by outsiders, and, of course, I hope to continue 
appraising my own operations. 

Mr. Farssrern. There is one question I want to ask you generally 
in view of what has transpired in Pakistan: Do you intend to question 
the race or religion of any employee in your department? 

Mr. Mourpuy. I certainly do not. 

Mr. Farsstern. I raised that question insofar as ICA - a, le being 
directed to go elsewhere instead of into Pakistan after the Pakistani 
Government said they didn’t want any Jews. 

I would hope to have the record show what your state of mind is 
with relation to that subject. 

Mr. Murpuy. Well, Mr. Farbstein, all I can say is that I myself am 
a member of a religious minority and I have as much tolerance as any- 
body could have as far as I am concerned on this subject. I would 
never question a man for a position because of his race, his creed, or 
his religion. 

Mr. Farsstern. Thank you very much. 

Chairman Morean. Congressman Murphy. 

Congressman Murpuy. No questions. 

Chairman Morean. Mr. Meyer. 

Mr. Meyer. Thank you, Mr. Chairman. 

It happens. to be my personal belief and conclusion after watchin 
things for a period of time that our Foreign Affairs Committee slieuld 


conduct, with an enlarged staff, some of these investigations. 
I feel that if this was not done by permanent employees of this 
committee, at least it should be done by some ae group which 


we would hire on a consulting basis for a period of time. 

I would like to ask your opinion on this. Do you disagree with my 
personal belief and conviction and conclusion that unless we do do 
this we cannot get some of the information that we really need in 
order to function properly as a committee of Congress? 

Mr. Mureuy. Well, I, of course, want to avoid any suggestion of 
telling the Foreign Affairs Committee how to run its work, conduct 
its responsibilities. This is one responsibility I do not have, and I 
certainly don’t want to arrogate it to myself. 

Some committees of Congress have chosen this device and some of 
them have used it very effectively. That is about as far as I would 
like to go with that question. 

Mr. Meyrr. Thank you. 

Mr. Fountain. In line with the questioning of Mr. Fascell just a 
few moments ago, Mr. Murphy, I would like to read one of the sub- 
paragraphs of the Ramseyer rule print of the Mutual Security Act 
of 1960, as follows, and ask you to give the committee your 
interpretation : 

Expenses of the Office of the Inspector General and Comptroller with respect 
to programs under this Act shall be charged to the appropriations made to 
carry out such programs: Provided, That all documents, papers, communica- 
tions, audits, reviews, findings, recommendations, reports, and other material 
which relate to the operation or activities of the Office of Inspector General 


and Comptroller shall be furnished to the General Accounting Office and to any 
committee of Congress, or any duly authorized subcommittee thereof, charged 
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with considering legislation or appropriation for, or expenditures of, such Office, 
upon request of the General Accounting Office or such committee or subcom- 
mittee as the case may be. 


Chairman Morean. The latter part of the paragraph is the Hardy 
amendment. 


Mr. Founrar. Yes. 

Mr. Murrny. Mr. Fountain, the only answer I can give is as a 
layman in this area. I keep emphasizing that because it is a very 
technical area and I do not consider myself qualified on the subject. 
I understand what those words mean. 

I also understand what the President meant when he signed the act 
which included those words. He said, in effect, that he would not and 
could not construe this provision or other similar ones that appear 
elsewhere in the act, section 534(a) and 550 as denying the executive 
its right to withhold information when it was deemed in the public 
interest. 

As I said, I am an employee of the executive branch and subject to 
the direction of the President on such matters. That is about as far 
as I can go. 

Mr. Fountain. I understand your position in that capacity. 

Let me cite one specific example: suppose you make findings and 
recommendations to your superior and they are not acted upon, and 
suppose your superior under a claim of executive privilege, or other- 
wise, refuses to permit those recommendations oad conclusions to be 
seen by the Foreign Affairs Committee for such reason as it may desire, 
do you think such refusal would be proper under the language of this 
act ? 

Mr. Mourruy. I think the President may decide that. the supply- 
ing of such information in certain instances might be against the pu 
lic interest and to so understand his constitutional right as the Chief 
Executive rather than pursuant to this particular provision of law 
that you just read. 

Mr. Fountarn. I don’t know the answer either. I am just asking 
for your interpretation of that language and trying to get your opinion 
about it. 

Thank you. 

Chairman Morgan. Dr. Judd. 

Mr. Jupp. I would like to make a further comment on this. There 
will always be a twilight zone in this area in a government that has 
constitutional division of powers. But I hope that you won’t interpret 
these questions, trying to define the zone as sharply as we can, as indi- 
cating that we don’t recognize that fact. We don’t expect your Office 
always to be able to operate in a way that will always satisfy both the 
executive branch and the legislative branch. 

But we still think it is an enormous step forward. You can do so 
much more than has been done heretofore. 

Mr. Mourpuy. It is in that spirit that I am approaching the respon- 
sibility. 

Mr J upp. The question was raised whether you would have author- 
ity to compel putting your recommendations into effect. Of course, 
you cannot direct the agencies which you are investigating to do so 
and so? You are not the dictator of their decisions. You can advise 
them, but you can’t order them to, can you? — 

Mr. Murruy. I can recommend. Sometimes I can persuade and 
convince. 
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Mr. Jupp. Aren’t you in the same situation as the FBI? Again and 
again it gave derogatory information to the executive branch regard- 
ing a given individual and for various reasons, en or bad, the re- 
sponsible executive decided not to fire the individual, which was his 
right, if he so chose. 

The FBI is a bureau of investigation and not a secret police. You 
will get information and present it to your superiors and I think that 
you will be able to influence them a good deal. 

I have one more question. It is brought up by a statement on page 
38ofyourtestimony. In paragraph (3), yousay: 

Insuring that adequate programs for internal audit and inspection of end- 
item use in foreign countries are carried out by the program’s administering 
agencies or if found necessary, by the Division of Mutual Security Financial 
Management itself. 

That disturbs me a little bit. It raises a question I raised last year 
and again this year, might the Inspector General become an additional 
level of supervision; an additional echelon through which operating 
officials would have to clear everything before decisions were made ? 

This seems to say that you make your recommendations for changing 
the procedures being used for internal audit and inspection, and if 
they don’t go along with you, you are going to do it yourself. And 
I don’t think you have that authority. 

Mr. Murpuy. Section 533A(c) (6) reads as follows: 


Conducting or requiring the conduct of such special audits as in his judgment 
may be required in individual cases and of inspections with respect to end-item 
use in foreign countries. 

To put your mind at ease, I would state at the outset that as a 
matter of principle I am very mindful of the admonition contained in 
the conference report of the conferees about not duplicating the activi- 
ties of the operating agencies. 

So I am approaching this job on the basis of doing only those things 
which are necessary to supplement the activities where I believe after 
proper recommendations and so forth they have not been carried out. 

I have not employed any staff to perform this particular function. 
But of course I must consider the law gives me an authority to do it 
if I am unable to persuade the operating agencies to do it themselves. 

Mr. Jupp. Did you mean by that that you would take over the regu- 
lar auditing function year after year, if they didn’t correct it? If you 
mean that if they are not. auditing so that you can get the adequate 
information, you will conduct an independent audit to bring to light 
all the facts, I agree with you. 

Mr. Mourpuy. That is what the word “special” means, I believe. 

Mr. Jupp. This item (3) doesn’t have the words “special audit.” It 
says, “if found necessary.” 

Mr. Mureuy. What I meant—well, for example, we now have out 
to each of the operating agencies a call for the audit programs of those 
agencies as far ahead as they have them planned. 

We propose to review and evaluate hen. We propose to sit down 


with the auditing agencies at the conclusion of our review and tell them 
that we believe these plans are satisfactory, or we believe that in a 
particular area, a little more emphasis is required, and so on. 

We would hope out of these sessions we will come to complete agree- 
ment as between us and the operating agencies as to how they will 
revise the plan. In the event they fail to revise the plan, to plug the 
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loophole that we think then exists, I would, under the law, have the 
authority to go in in that special instance and plug it myself. 

I hope, Mr. Judd, I never have to do it. The authority is there in 
case it 1s necessary. 

Mr. Jupp. I want to have your statement on the record as to your 
concept on this question of whether or not your Office sets up an addi- 
tional supervisory or management level above the existing—not above 
just an additional level, a level in addition to the existing ones. 

Mr. Morruy. I do not believe it does. I am completely nonoper- 
ating. I am completely out of the chain of command. The chain of 
command runs from Mr. Dillon to ICA, Mr. Riddleberger; to the 
Development Loan Fund, Mr. Brand; to the Department of Defense, 
Secretary Irwin, General Palmer, and their subordinates. I am not 
in the middle on any of those. 

Mr. Jupp. You are an inspector and not a supervisor. 

Mr. Murpuy. That is right. 

Mr. Jupp. You don’t anticipate the operations of your Office will 
slow down the policymaking and program planning operations of ICA 
by having a higher level to which every decision will have to go for 
an additional initial before it is put into operation ? 

Mr. Murpuy. No, I do not anticipate that. 

Chairman Morean. Mr. Zablock. 

Mr. Zasiockt. Mr. Fascell, in pursuing the problem, recruitment of 
personnel, had asked regarding the recruitment of personnel from 
opponents and critics of the MSA program. Did I understand you 
to say, Mr. Murphy, that you would not recruit personnel from oppo- 
nents or those that are critical of the MSA program ? 

Mr. Moureuy. What I meant by that, and I am not trying to walk a 
tightrope, that I would have great difficulty in hiring as an investi- 
gator or auditor someone whose mind was already made up that the 
mutual security program was no good and ought to be abolished or 
substantially reduced or something like that. 

The mere fact that they happen to be one who was critical of some 
aspects of the mutual security program wouldn’t deter me at all. 

don’t think I could claim objectivity for my staff if I had people 
who had already made up their minds that this was a bad program 
and bad policy and ought to be stopped. 

Mr. Zasiocki. If your staff is comprised of individuals who are 
completely sold on the program, are getting an objective “look” at the 

rogram, I believe consideration of applicants should be primarily 
ased on whether the applicants are experienced, whether they are 
wompeient in a apeeialiited field of auditing, accounting, and budget 
work, 

Mr. Morpuy. Yes, and at the same time I want them to be objective. 

Mr. Zas.ocki. To obtain objectivity shouldn’t you have some that 
are critical of the program ? 

In answer to Mr. Fascell, I think the record will show that there 
would be a conclusion that anybody critical of the program wouldn’t 
be considered in your recruitment of personnel. 

Mr. Mureny. By that I didn’t mean that because somebody criti- 
cized some aspect of the program they would automatically be elimi- 
nated from consideration. 

Mr. Zasiockr. Mr. Murphy, I had the impression you were about 
to mention members of your staff that may be critical of the program. 

51905—60—pt. 2—10 
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Mr. Murruy. I was not going to do that, Mr. Zablocki. What I 
was about to do was point out in the report of the conference, at 
least as I interpreted it—and I could be wrong—that even the com- 
mittee of conference indicated that they wanted people who would be 
objective and independent of operators, but still would have an interest 
in the success of the mutual security program. 

This is what I am trying to say, although not very clearly. 

Mr. Zastocki. If we have a program, let’s have the best type of 
program. That is why I maintain you should recruit from those who 
are qualified applicants regardless of their view. 

Mrs. Bouton. Mr. Chairman, I recall several years ago we had a re- 
port from another committee relative to mutual security and there 
wasn’t a pleasant thing said about the State Department in it. There 
were a good many things that could have been said and what was said 
did little good. 

Some of us felt that it was an exceedingly biased and unfair re- 
port to make to the Congress. 

I think Mr. Murphy’s point of a closed mind in either direction 
is the thing that matters. He is going to have plenty of people who 
are going to say, “This is rotten here and bad there,” and everything 
else. But what we are seeking can come only from sitting down to- 
= to confer and discuss and argue. The result will be a team 
result. 

Mr. Zastocki. My suggestion was made in all sincerity because I 
believe the critics will say “This isn’t a fair audit. You have all 
people on the Inspector General-Comptroller’s staff who are biased in 
support of thé program.” 

Mr. Murpny. If I can interject, maybe we can reach a meeting of 
the minds. When they are convening a jury in a trial for some man 
who is accused of murder in a State that has capital punishment, it 
is my understanding that the prospective jurors are asked whether as 
a matter of principle they are opposed to capital punishment. If 
they answer in the affirmative, ipso facto they are off the jury. Any- 
body who has already closed his mind to capital punishment can’t 
serve on the jury and judge whether the accused is innocent or guilty 
of a capital crime. 

This is what I was trying to bring out—— 
amet ZaBLock!. Only in States where capital punishment is pro- 

ibited. 

Mr. Murpny. This is what I am talking about. This is an analogy 
I try to make to you. 

I would hire a man with expertise as an auditor if I could be assured 
in the first instance before he came to work for me he had not decided 
that the mutual security program was absolutely no good, ought to be 
abolished, and could never do anything right. 

Mr. Zastocki. If he were a good accountant—— 

Mr. Murreuy. That doesn’t get into the problem. But an auditor 
wap is going to examine the acts of others and who says nothing but 

Mr. Jupp. Perhaps some of the difference arises out of the use of 
the words that you quoted, Mr. Zablocki. Once you said an “oppo- 
nent of the program,” and another time you said “someone critical of 
the program.” They could be quite different. 
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Mr. Zasiocki. If I remember, Dr. Judd, I said if he would consider 
— or individuals who are at the present time in the employ 
of organizations that are critical or opposed to the program. 

I pointed out that evidently these organizations have some individ- 
uals doing their investigation for them. They are competent people. 
Should he recruit from this source ? 

These people may not be in agreement with the mutual security pro- 
- nae ee are doing research and making investigations that may 

elpful. 

Me. Deiat: I am sure now, Mr. Zablocki, we don’t have any 
difference of opinion. 

Mr. Fuutron. Would the gentleman yield for an assist ? 

There is a distinction between policy, and the method of execution 
of the policy and administration. So that if somebody were hired to 
evaluate a policy, it should not be anybody who in the context of the 
policy has already made his mind up. 

But in the execution of a policy and the administration, that is 
different. For example, you don’t have to get somebody either for or 
against banks in order to audit banks. 

We don’t have to have the janitor of the church required to make a 
sermon and come up with a philosophy if he does the job well that he 
is assigned to. 

On this particular inspector general role, a part of it is investiga- 
tion and detective work, and another part is administration proce- 
dures, and a third part is the evaluation of policy and whether the 
agencies are meeting policy. 

I can see in that latter phase that there is a point where you would 
not have somebody that doesn’t think such a policy should exist, be- 
cause it would be hard to argue reasonably with a man that doesn’t 
feel you should even exist in the first place. 

mi ZasLocKi. The Inspector General-Comptroller doesn’t set 

icy. 
= Fuuron. That is a good point. He evaluates the meeting of 
policy standards. 

Chairman Morean. The committee stands adjourned until 10:30 
tomorrow morning. 

(Whereupon, at 1:05 p.m., the committee was adjourned, to be re- 
convened at 10:30 a.m. Thursday, Mar. 3, 1960.) 

(The following letter has n submitted for inclusion in the 
record :) 

Marc#H 8, 1960. 


Hon. Enna F. Ke try, 
House of Representatives. 


Dear Mrs. Ketty: During my appearance before the House Foreign Affairs 
Committee I presented a chart which showed new obligational authority, re- 
appropriations, and obligations and reservations covering the fiscal years 1951 
through 1961. I also exhibited a chart showing military assistance deliveries 
for the fiscal years 1959, 1960, and 1961. You inquired as to whether you could 
get information on deliveries for the same period comparable to the first chart. 

There is attached a photostatic copy of a chart which depicts the annual value 
of deliveries and services performed for the worldwide military assistance pro- 
gram for the fiscal years 1950 through 1960. 

I hope that this information will fulfill your requirement for the information 
you requested. If I can be of further service, please let me know. 

Sincerely yours, 


J. E. Murpxy. 





- > 
“ase bie te CRP R, ROA REM 
VN Aes tote AR, A 


CAO AO AML le VOL GAG WA VAM Cay tent 


$s, W099: 4 Sespnenn; semuanger,; x MBOMDSd 
G46! GGGi ¥GG!i CSGi 256i i861 O66! ePRysgOwoIy BA IMUIND 


% 


So 
2 
a 
_ 
° 
< 
be 
ee 
—_ 
m 
~ 
Qo 
a 
mM 
ne 
< 
=) 
z 


(ecounn $} WYNOONd 
g (Oph Osdae VAD 5GG2 Hs CH AAROD GUYS BE00%K8 Durpry ses) ~OG6I Ad 
SIWMOIBId SIDABAS ON SBBBAIIZO 40 BWTIWA “TONY (eione $} 


wee anne tap Att COE EINE D Ms in nan nn anh <n PMO NORA ARRORAE MADE RCODOOROOOLON 


WYUOOUd ZONVLSISSY AMVLITIN 201M O1U0M ~ 





PE MAG DAG SOA A EOE 


MUTUAL SECURITY ACT OF 1960 


THURSDAY, MARCH 3, 1960 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFaIRs, 
Washington, D.C. 

The committee met at 10:45 a.m., in room G-3, U.S. Capitol, Hon. 
Thomas E. Morgan (chairman) presiding. 

Chairman Morgan. The committee will come to order. 

We meet this morning in executive session on the Mutual Security 
Act making authorizations for fiscal year 1961. Our witness is the 
Honorable C. Douglas Dillon, Under Secretary of State. Mr. Dillon 
is here to talk particularly this morning upon the Mansfield amend- 
ment. He has a prepared statement, but unfortunately due to the 
snow the statement is delayed. 

I think to save time you may proceed if you wish. 


STATEMENT OF HON. C. DOUGLAS DILLON, UNDER SECRETARY OF 
STATE 


Mr. Dutz0n. I will read a somewhat abbreviated statement. 

Mr. Chairman, during my appearance before you on February 17 
to introduce the pro yosed mutual security program for fiscal year 
1961, I referred briefly. to the plans being dae veloped in connection 
with section 503(c) of the Mutual Security Act, as passed by the 
Congress a year ago. The document before you, entitled “Report 
on Grant Economie Assistance Relating to Defense Support and 
Special Assistance,” provides a full account of those plans. 

Before attempting to answer questions you may have about these 
plans, I should like to make a brief introductory statement. First, 
to explain how we went about carrying out the congressional mandate 
to prepare such plans; secondly, to highlight the major conclusions; 
and finally, to draw attention to their impact on the fiscal year 1961 
mutual security programs which you presently have under 
consideration. 

THE PREPARATION OF THE PLANS 


Section 503(c) of the Mutual Security Act calls for a specific plan 
for each country receiving bilateral assistance in the categories of 
defense support and special assistance whereby, wherever practicable, 
such grant assistance shall be progressively reduced and terminated. 

The preparation of such plans was undertaken with the following 
considerations in mind: 

First, grant aid programs should be clearly and specifically re- 
lated to U.S. national security and foreign policy objectives, in a way 
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that would maintain essential progress toward those objectives at 
minimum cost. 

Second, U.S. assistance required to meet these objectives should be 
provided in the form of loans, wherever feasible and appropriate. 

Third, the annual request for authorization and appropriations 
under the Mutual Security Act should reflect a sense of direction over 
a longer time span than the particular year for which funds are sought. 

I believe these considerations reflect the intent of the Congress in 
introducing this section into last year’s bill. While they have been, 
and continue to be, basic considerations for mutual security program- 
ing, we used the introduction of the section 503(c) proviso as the 
occasion for a thoroughgoing review of the program for each grant- 
aid country. 

The study was conducted over a 4-month period by the Office of 
the Deputy Coordinator for Mutual Security Programs, under my 
direct supervision. Our economic counselor in Tokyo, Mr. Philip 
Trezise, one of the ablest and most experienced economic officers in 
our Foreign Service, was brought back to Washington for this period 
in order to coordinate the preparation of these reports. The initial 
drafts were prepared in Weabhaahen by working groups in which 
country experts participated from the State Department regional 
bureaus, the economic side of the State Department, the International 
Cooperation Administration and the Development Loan Fund. 

The drafts were then sent to our Ambassadors for review and com- 
ment by the country teams. These comments were considered in 
Washington before finalizing the plans which you have before you. 

It is apparent that a series of country plans, genuinely responsive 
to congressional intent, could only be prepared on a classified basis. 
The document before you is intended to provide plans of sufficient 
concreteness to permit evaluation of the soundness of the judgments 
and the conclusions. It contains a statement for each country, cover- 
ing both the objectives toward which our grant-aid programs are 
directed and the methods and instruments considered most appropriate 
for promoting these objectives. 

Our intentions about future assistance are stated in as much detail 
as possible. Those alterations in the economic policies of the grant 
sarees country are indicated that would be required to carry out 
the plan. 

For all these reasons, we feel it essential that the present report be 
classified. However, an unclassified version, which states the general 
conclusions while omitting references to individual countries, is in 
preparation and will be available for general distribution in the next 
day or two. 


THE OBJECTIVES OF GRANT-AID PROGRAMS 


Neither present grant-aid programs nor future plans can be assessed 
without a frank and clear exposition of their purposes. 

I do not believe these purposes are at issue. The questions that arise 
relate more to whether grant-aid programs are, in fact, the most ap- 
propriate means of promoting these objectives and to whether the 
grant-aid prrasane are being continued without regard to changes 


in either the objectives or the circumstances which prompted their 
Inauguration. 

Our current grant-aid programs can largely be traced to military 
and political emergencies—to actual hostilities in the Far East, to 
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acute crises in the Near East, to the sudden achievement of inde- 
pendence by countries in Africa and Asia without adequate prepara- 
tion for the responsibilities of self-government. 

Grant assistance is necessary under such circumstances to help coun- 
tries support adequate military establishments, to provide deterrent 
strength against Communist subversion or aggression, to assure a pro- 
Western alinement of governments struggling to achieve stable politi- 
cal arrangements. 

Korea, Taiwan, Vietnam, and Laos continue to face a serious ex- 
ternal threat and must maintain very considerable armed forces in 
order to provide even minimum assurance of their continued existence. 
They must, at the same time, be in a position to provide their peoples 
with an adequate standard of living and a sufficient prospect of 
economic progress to assure continued loyalty. 

In Greece and Turkey the need to establish and maintain effective 
military forces has been compelling in the interest of U.S. security as 
well as that of the country concerned. 

In Pakistan defense strength was urgently required for both internal 
security and to permit effective participation in free world collective 
defense efforts. 

The burden of supporting such military establishments was and re- 
mains to this time well beyond the capacity of these countries. 

In both Jordan and Iran, grant aid has been essential to assure the 
continuation of stable governments alined with the free world. The 
recent history of both countries has been turbulent and precarious. 
Tran had to increase its defense outlays sharply after the 1958 revolt in 
Iraq; Jordan’s political and economic position is tenuous, and yet 
its stability is critical to peace in the Middle East. [Security 
deletion. ] 

Finally, in a number of countries rather small grant-aid programs 
serve very limited objectives, usually providing imports needed to 
complement U.S. technical assistance programs. 

In all these countries, the purposes for which grant-aid programs 
were initially established continue to this moment. Furthermore, we 
continue to believe that such purposes are best achieved through grant- 
aid programs. 

In some special cases, loans are appropriate and have been used. 
However, on the whole, loans seem preferable only when the resources 
made available will contribute directly to the economic development 
of the country and will thus generate income out of which the debts 
may be serviced. 

Once the crises have passed and a certain degree of economic stability 
has been attained, the maintenance and reinforcement of independent 
and pro-Western governments may best be furthered by concentrating 
resources made available by the United States on economic develop- 
ment projects. 

Economic development should thereafter provide the means for the 
country itself to finance at least the internal costs of its defense 
forces. Indeed such reductions in defense support programs as have 
been possible have invariably resulted from the ability of the recipient 
country to pay more for defense out of a rising national income. 
Continued economic expansion can be supported increasingly by de- 
velopment loans under these circumstances. 
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Our plans for reducing grant aid, therefore, are plans for accelerat- 
ing progress toward the objectives of these programs. They are 
not plans for either abandoning these objectives or for substituting 
loans where loans are inappropriate. 


REVIEW OF THE PRINCIPAL CONCLUSIONS 


Defense support assistance is being provided to 12 countries; sub- 
stantial otal assistance is being provided an additional 10 coun- 
tries. Furthermore, small programs of special assistance are being 
extended to nine countries. 

For the last group, the limited size of the programs and their spe- 
cial purposes are such that it is not feasible to prepare meaningful 
plans for their reduction or elimination. They should and will, of 
course, be subject to an annual assessment of their continuing value 
in promoting basic U.S. interests. Decisions to modify or eliminate 
will be taken in the light of that annual review. 

Of the remaining 22 programs, progress has been sufficient in 10 
of them so that the possibility of terminating grant assistance can 
be foreseen within a period of 5 years. In the case of eight more 
programs, our plans call for progressive reductions in grant aid. 

Finally, there are three countries [securit deletion} in which the 
situation as of this moment seems intractable, and where I, there- 
fore, consider it to be unrealistic to attempt planning beyond the 
current fiscal year. [Security deletion. ] 


IMPACT ON THE 1961 PROGRAM 


The plans before you—and the considerations underlying those 
plans—are reflected in the fiscal year 1961 mutual security program. 

That program would reduce defense support or special assistance 
from the current year’s level in the case of 12 of the 22 grant-aid 
countries covered by this report. The request for defense support 
funds above—$724 million—is $111 million less than was sought a 
year ago. 

The program does involve $150 million more for the Development 
Loan Fund than Congress provided last year. This increase is partly 
intended to make it possible for us to meet the increased needs of 
India where we do not have any defense support or special assistance 
grant programs. For the rest, the request for additional funds for 
DLF is an essential ingredient in our three-pronged endeavor— 

(1) to maintain reasonable progress toward our objectives; 
(2) to reduce grant aid; 
(3) to promote economic development. 
If we lack the means to finance economic development, either more 
grant aid will be needed or our national interests will suffer. 


CONCLUDING REMARKS 


These plans for reduction or elimination of grant assistance gen- 
erally presuppose the continued availability of the powers granted by 
the Congress under Public Law 480 to furnish surplus agricultural 
commodities without requiring payment in foreign exchange, 

They are also premised on a substantially increased availibility of 
long-term lending facilities—partly financed by international institu- 
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Sones partly by other developed countries, partly by the United 
tates. 

Countries which are in a position to use foreign resources directly 
in promoting a reasonable rate of economic expansion should be able 
to use the fruits of that expansion to meet the needs of their people 
and to repay those who provided them with capital on appropriate 
terms. Wherever such opportunities arise, and particularly in coun- 
tries which are now dependent on grant aid, we would hope to be in 
a position to use the Development Loan Fund to take advantage of 
them. 

Plans are inevitably based on a capacity to predict; I would not 
exaggerate that capacity in relation to the present plans. We cannot 
tell when or where’or in what form Communist aggression will next 
manifest itself. It is difficult to foresee internal political develop- 
ments, particularly in countries where political institutions are fre- 
quently new and invariably built on uncertain foundations. 

The plans are dependent upon the economic policies of the govern- 
ments of the grant-aid-receiving countries, on their ability to find 
markets for exports, on their rate of progress in improving internal 
administration, and on other intangibles which are beyond our control 
and frequently beyond theirs. 

Therefore, the present plans are offered as frank indications of our 
intentions on the basis of assumptions about future developments 
that now appear to be reasonable. 

Inevitably they cannot be commitments of the executive branch 
about the programs to be presented to the Congress in subsequent 
years. They do represent as clear and as specific a statement as pos- 
sible of our hopes and intentions, of the road we would like to travel 
and intend to travel if present efforts to remove obstacles succeed 
and new obstacles do not present themselves. 

That completes my initial statement, Mr. Chairman. 

You did, I understand, wish me also to cover briefly the balance of 
payments problem. I have a brief comment on that which I can 
make now or later at your pleasure. 

Chairman Morcan. You may cover it now, Mr. Secretary. 

Mr. Ditton. Mr. Chairman, I understand that you would also like 
me to address mvself to the impact of the mutual security program on 
both the U.S. balance of payments and the state of our gold holdings. 

The only impact which can be measured even approximately is the 
amount of mutual security program expenditures made directly in the 
United States as compared with the amount expended in foreign 
countries. We have attempted such an estimate for fiscal year 1959. 
Total expenditures under the mutual security program were $3,863 
million; of this amount about $2,860 million were expended within 
the United States. The remainder, about $1 billion, was spent to 
purchase goods and services in foreign countries. This $1 billion, 
amounting to slightly more than a fourth of total MSP expenditures, 
may be called the direct effect of the MSP on the balance of payments 
in fiscal year 1959. 

However, it would be misleading to conclude that this measurable 
direct effect tells the whole story. In fact, the $1 billion spent abroad 
affects the U.S. balance of payments only to the extent that these 
funds are not used for purchases in the United States. 
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The recipient countries may spend them to make purchases in the 
United States or they may spend them in third countries which in 
turn make purchases in the United States. To the extent that such 
dollars do return to the United States, the balance of payments im- 
pact is reduced accordingly. 

Under the conditions prevailing 10 years ago, virtually all such 
expenditures were eventually spent in the United States. Even in 
recent years when the reserves of some foreign countries have in- 
creased substantially, many other countries remain so short of for- 
eign exchange that any increase in receipts is likely to be converted 
directly into increased expenditures for imports. 

A rounded judgment of the overall impact of the mutual security 
program on our balance of payments must look further. Thus, over 
the past 3 years sales for dollars of military equipment under the mu- 
tual security sales program have averaged $372 million a year. These 
sales are closely related to grants of military equipment in earlier 
years to countries now able to pay for all or part of their replace- 
ment and maintenance needs. 

Moreover, the level of economic activity and the consequent pur- 
chases of U.S. goods by countries which received MSP assistance in 
prior years would undoubtedly be substantially lower at the present 
time if such aid had not been extended. 

These indirect effects are not susceptible to measurement. It is 
impossible to estimate what the balance of payments of the United 
States would have been in 1959 had there been no MSP in the pre- 
ceding years. 

Similarly, it is very difficult to predict the effect of drastic reduc- 
tions in the mutual security program proposed for fiscal year 1961 
on the U.S. balance of payments. I am not at all sure that 
any improvement would result; if it did its magnitude would cer- 
tainly be small. 

Expenditures under the mutual security program are now running 
about a third lower than they were between 1953 and 1955 when our 
balance of payments situation was much more favorable than last 
year’s results. 

The deterioration which subsequently set in occurred in spite of 
the reduction in mutual security program expenditures, not because 
of any increase in such expenditures. It resulted primarily from a 
decline in our exports at a time when our demand for imports was 
rising. 

Some of the factors in this situation were of a temporary nature 
and have since been corrected. It is through the encouragement of 
U.S. exports that we can and should look for improvements in our 
balance of payments. This we are doing. We teas moved ener- 
getically and successfully during the past year to obtain the removal 
of remaining restrictions against our dollar exports. 

The January figures on our commercial exports and imports which 
have just become available are most heartening. Our January com- 
mercial export surplus amounted to $354 million compared to $94 mil- 
lion in January last year. 

While 1 month does not make a year, it is worth noting that the im- 
provement in the month of January alone amounted to $260 million. 
This clearly indicates that a very substantial improvement in our over- 
all balance of payments picture can be expected in 1960. 
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If the mutual security program were to be reduced out of concern 
for our balance of payments, we would have no assurance that a sig- 
nificant improvement would result. On the other hand, the adverse 
economic and political effects in those foreign countries that look to 
us for help would be substantial. Our national security would be 
seriously impaired. It is these effects that we cannot risk; it is these 
effects that we cannot afford. 

Chairman Morgan. Thank you, Mr. Secretary. 

Mr. Secretary, you have something for us on section 503(c), the so- 
called Mansfield amendment, that was inserted in the Mutual Security 
Act last year. 

Mr. Dion. That is correct. There will be a short version un- 
classified document, too, which can also be considered part of the 
answer. This is the detailed answer. 

Chairman Morean. There will be an unclassified statement that we 
could use for the record in addition to your presentation today ? 

Mr. Ditton. That is what we felt we should have. For that pur- 
pose we thought it was necessary and we prepared such a document, 
leaving out the references to what should be done in individual coun- 
tries and what they should do. 

Chairman Morgan. Mr. Secretary, I have some questions on this 
document. On page 42 in your discussion of Korea you cite that it is 
the policy of the Korean Government to embargo trade with Japan, 
and indicate an effort will be made to change it. 

Mr. Drtton. Last year when the Japanese announced this policy of 
repatriation of Koreans and made an agreement through the Inter- 
national Red Cross to repatriate those who wanted to go back to North 
Korea, the South Koreans broke off commercial relations with Japan; 
that was a very economically unwise decision, although it is possible 
to understand the political and emotional reasons why they did it. 

We have so advised them and we think that had—that their de- 
cision, which is still in effect, was one reason for the increase in the 
general cost. of living in Korea over the last 6 or 8 months—an increase 
wen has led to the further devaluation of the Korean hwan since 
then. 

Chairman Morean. In addition to the removal of the current em- 
bargo, is it not essential for Korea to remove restrictions on commer- 
cial relations with Japan if Korea is ever to be self-supporting? 

Mr. Ditio0n. I think Japan was in the past and obviously in the 
future should be a major market for Korea. So one of our major 
objectives, of course, is to try to improve in any way possible Korean- 
Japanese relations. We are working all the time with both Govern- 
ments in that direction. 

Chairman Morean. At what level are you working at? Are you 
trying to get them together ? 

Mr. Ditton. We are talking at all levels, I would say, Embassies, 
Ambassadors, Prime Ministers, President Rhee. Asa matter of fact, 
I think that President Rhee’s strong feeling on Japan is well known. 
[Security deletion. ] 

Chairman Morean. What have we done to modify the foreign ex- 
change rate? Have you made any progress recently / 

Mr. Dron. Yes. The arrangement we have with Korea on this 
matter was that when their cost-of-living index rose more than 25 
percent from the time we made our original arrangement, which was 
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maybe—quite a while ago, 1955—that they would then revalue their 
currency. ; 

Their currency stayed very stable, as did their cost of living until 
last year, partly as a result of their embargo on Japan, but also for 
other reasons it began to rise and reached a point in the middle of 
the fall about 30 percent above the 1955 level and it stayed there. 

Accordingly, at the end of the year when the time came up for this, 
we talked with the Koreans and said they should revise their exchange 
rate accordingly. They were reluctant to do so for a number of 
reasons. 

As a result of very continuous argumentation back and forth, they 
finally agreed that this was a commitment and that they should live 
up to it. They proposed a revaluation from 500 to 650 to the dollar 
to the International Monetary Fund. It was accepted and it is now 
in effect. 

Chairman Morean. Mr. Secretary, on page 84 in the discussion of 
Iran, you say [security deletion]. 

Some of the reports that were made by our staff show that they were 
building an airfield for the Shah over there. [Security deletion.] Do 
these military funds include a birthday present for the Shah ? 

Mr. Dixon. It it not a private airfield for the Shah. It has pres- 
ently been funded. 

Chairman Morean. Is it a valuable airfield ? 

Mr. Ditxo0n. It is a valuable airfield. 

Chairman Morean. Is ita military airfield ? 

Mr. Dixon. Yes. It isn’t an operative military airfield now. It 
has just been built. 

Chairman Morean. It will be a military airfield ? 

Mr. Dition. Yes. 

Chairman Morean. My time has expired, Mr. Secretary. 

Mrs. Bolton. 

Mrs. Botton. Thank you, Mr. Chairman. 

What has resulted, if anything as yet, manifested itself, relative to 
the publishing of the amounts that are to be given and the regions 
that are to be strengthened ? 

Mr. Ditton. You mean in military assistance? 

Mrs. Bouron. Yes; and all this that came out in the paper the 
other day. 

Mr. Ditton. This was nothing about the amounts that are to be, 
this was all past information that was information regarding what 
had been given over the past 10 years 

Mrs. Bouton. Hasn’t it been also the regions that are to be par- 
ticularly helped ? 

Mr. Dron. No. 

Mrs. Botton. I misread. I had been told and I heard some dis- 
cussion of the fact that this had been brought out and it had never 
been done before, and that we were saying quite frankly that these 
four areas of the world are going to receive our greatest impact, areas 
of concentration. 

Mr. Ditton. I haven’t seen that article in the Post this morning. 
I think we have generally said, without ever listing them, that we 
were planning this year to put somewhat greater emphasis, indeed 
the Congress directed it last year in an amendment that originated 
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in this committee, on countries that were able to help with their own 
development programs. 

We have said that this present program was responsive to that. 
Everyone mentioned south Asia. I know that. We have mentioned 
a special program in Taiwan, which is based much on the same sort 
of consideration. 

Beyond that, we have mentioned a new African program. 

Mrs. Bouron. We had some discussion in the committee about that. 

Mr. Ditton. We haven’t heard any bad: 

Mrs. Botron. No bad things as yet ? 

Mr. Ditton. No. 

Mrs. Borron. I wanted to ask you a little about Africa, tropical 
Africa. I am glad you have coined that phrase to describe it. It 
is not south of the Sahara and a lot of things we are calling it. That 
term seems to fit well. 

In approaching them, has it become apparent to you that it would 
seem impossible to approach them in the same manner that we ap- 
proach countries who are more in our own civilization ? 

They are very much disturbed by the contract form in which we 
work, and they shy away from it. That of course has been very 
much increased by the Soviet’s tremendous entrance into Guinea. 

What stands in the way, if anything, of your changing the method 
of approach to the African countries? It is part of our legislation 
and should it be brought to our attention? Should you give us, which 
I would like to see, an idea of how to broaden the method by which 
we would approach these people ? 

Mr. Dimon. This is a very basic question you are raising. I 
wouldn’t like to answer it in too offhand a manner. I would like to 
furnish a memorandum on that. 

[Security deletion. ] 

Mrs. Botton. Weare 10 months late—— 

Mr. Ditton. Yes. I think that situation will not recur, both as far 
as we are concerned and as far as any of the other countries are con- 
cerned. They recognize that that was something that shouldn’t hap- 
pen again. They are ready to move fast and encourage us to move 
fast. 

On the other hand, it will be difficult to differentiate between these 
African countries and other less-developed countries around the 
world. They can say, “We have feelings, too.” It would upset the 
whole basis of having some sort of written relationship on which we 
supply our aid. 

Mes. Bouton. I can understand that perfectly, Mr. Secretary. But 
I think if we are going to deal with peoples of other areas of develop- 
ment, we should be flexible enough to go in on their basis and not on 
ours. 

It has been a serious matter in a city like Cleveland to try to make 
some of the sick people eat our foods when they are accustomed to 
something so different. But we found that until we changed their 
food, the children died. It proved to be a matter of approach. 

Africa is a little bit the same, isn’t it? May I ask that you do study 
it and give us a memorandum, and if possible, if you should find that 
you would like a change in the whole approach, not just Africa but 
other areas in being, you would give us a very clear statement about 
it. 
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Mr. Ditton. I will be glad to do that. 

Chairman Morean. Mr. Selden. 

Mr. Sevpen. Thank you, Mr. Chairman. 

Mr. Secretary, you pointed out in your statement that your request 
for funds for defense support constitutes a reduction of about $111 
million over that of last year, which I think is certainly commendable. 

Is that an indication that the funds that Congress provided last 
year for defense support were sufficient ? r 

Mr. Ditton. We have taken those funds and we have had to use 
very heavily the contingency fund. We have presently programed 
about ih yee for defense support this year, which is more than 
we are asking for next year. 

There is every indication that before the end of the year, due to 
ge aap ry na or _ — we no doubt will have to increase 
it to a figure of about $780 million. 

Congress last year appropriated $695 million. So we will have used 
$85 million out of the $155 million in the contingency fund for special 
situations which arose in these defense-support countries. 

If we have no other emergencies between now and the end of 
the year, we will have gotten by all right. But it is always a diffi- 
cult thing to gage with the contingency whether enough is enough or 
not. It depends on emergencies that may arise from year to year. 
We think that certainly as far as funds are concerned for next year 
that something very close to $724 million is what we actually need. 

There isn’t really so very much difference in the overall figure be- 
eee ~~ and ss eas ee spread out around the 
world. e got along with that, but 

Mr. SELDEN. You will remember you asked for $835 million last 
year, and this committee cut the authorization to $750 million. Our 
authorization was in line with what has actually been spent, although 
you got somewhat less than that amount in the final appropriation 
egisiation. 

Mr. Ditton. One thing I think is interesting, although we went 
at it without that in mind, when we came out with our budget figures 
that we are now asking this committee to approve, new authorizations, 
all the programs we are asking new authorizations for, we are ask- 
—"s total of $1,475 million in these other programs. 

on of those are continuing small amounts. But it is $1,475 
million. 

Last year, those similar amounts in the authorizing bill was $1,076.8 
million. We came out, with never having thought of this, with a fig- 
ure that was on the nose with what Congress authorized last year. 

With certain ups and downs in certain areas, we think that appar- 
ently es ee — last year in the economic programs 
was in line and was a good figure. 

Mr. Setpen. That makes the committee feel that their work was 
not in vain. 

eae ita Morean. Particularly, Mr. Selden, because that was his 
amendment. 

Mr. Setpen. Thank you, Mr. Chairman. 

Chairman Morgan. Mr. Merrow. 


Mr. Merrow. Thank you, Mr. Chairman. 
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Mr. Secretary, the statement that you made on the balance of pay- 
ments is a clear explanation of the entire situation. Is that a confi- 
dential statement ? 

Mr. Dixon. There is nothing confidential about that statement. 
It is really good news, these figures on our exports and imports in 
January. We expected an improvement but this is substantially 
better than we expected. I would not want to project that as the 
rate of improvement for the year because it would be too good to be 
true. If we project January figures it would mean an improvement of 
of over $3 million in our balance of payments for the year. Certainly 
it does show there will be a very substantial improvement. 

Mr. Merrow. I think it is a fine statement. I would like to have 
a copy of that if I may to put in the record. I think that answers 
any question about how the mutual security program has affected the 
balance of payments. 

Mr. Ditton. We will be glad to do that. 

Mr. Merrow. Thank you. 

Chairman Morean. Mr. Farbstein ? 

Mr. Farsstrern. Mr. Dillon, in relation to what Mr. Merrow just 
mentioned, can you definitely state that the mutual security payments 
or the mutual security program does not adversely affect our balance 
of payments ? 

Mr. Ditton. I think the answer to that is that the mutual security 
program in view of the big volume of items entering into this is a rel- 
atively minor, quite a minor, element in the balance of payments. 

As I pointed out, it is impossible to estimate all the effects on one 
side and the other. Certainly whatever they may be, they are largely 
balancing and I would say it is a very minor effect compared to our 
exports and imports. 

Mr, Farsstetn. Thank you. 

I notice on page 92 of this book of yours, you suggest [security 
deletion }. 

Mr. Dillon, I asked this question on previous occasions. I would 
like to put it to you. We are giving extensive military assistance to 
the Baghdad Pact countries? 

Is it your considered opinion that any of these Baghdad Pact coun- 
tries will effectively be able to stop any movement on the part of 
Comnmiganiat Russia should it determine to move in a southern direc- 
tion ? 

Mr. Ditton. I presume you are talking about the countries of 
Turkey, Iran, and Pakistan—right? The CENTO—— 

Mr. Fareste1n. Yes. 

Mr. Dron. Certainly, the Turkish forces are a substantial and 
useful NATO force. [Security deletion. ] 

Mr. Farestern. You have two other countries. 

Mr. Ditton. Pakistan. 

Mr. Farestern. Isn’t Greece in that ? 

Mr. Druxon. No. 

Mr. Farsstern. Would you discuss Pakistan? [Security deletion. ] 

Are those the only countries that make up CENTO? 

Mr. Ditton. The United Kingdom is a member. 

Mr. Farestern. There is one thing that I would like you to take 
note of, aside from the foregoing, and that is an item that appeared 
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in this morning’s Times. I wish you would look into the position of 
the Department of Agriculture with relation to Public Law 480 car- 
goes. Ships which carry Public Law 480 cargoes are being required 
to avoid Israel when deliveries are being made to Arab ports. 

Mr. Ditton. I read that article and the statements of the Depart- 
ment of Agriculture. We will look into them. 

Chairman Morean. Mr. Fulton? 

Mr. Futon. We are glad to have you here. I am always amazed 
at the current know ledge and broad concepts as well as the grasp of 
so many difficult situations that Under Secretary Dillon has devel- 
oped in his years with the State Department as well as on his Embassy 
tour of duty. 

Off the record. 

(Discussion off the record.) 

Mr. Fuxron. I am interested in section 404 and I have asked ques- 
tions of Dr. Danielian, which I wish you would reply to for the record 
rather than here. 

I am very interested in the Public Law 480 provisions for distribu- 
tion of U.S. surplus foods abroad. I would like to step up the pro- 
gram with further authorization in the mutual security bill now 
under discussion. What are the upper limits, not moderate or lower 
limits, that this committee could go to in broadening the program of 
surplus U.S. agricultural commodities abroad? I do not want the pro- 
posal on a dumping basis but on a basis of feeding starving people; 
for example, in South America and India. The country “could be 
authorized ta come and get it thereby reducing our U.S. current ex- 
cessive storage costs. I think we would have tremendous gain in 
South America if we could step up very considerably a mutual security 
type foreign policy approach as distinguished from a simple Public 
Law 480 approach on surplus foods. I have been in Rio de Janeiro 
and seen women picking up one grain of oats apiece around the docks 
and putting them in their aprons to live. I remember the place up 
above Rio that has over a hundred thousand people in tin huts that 
live under very repressive circumstances. I would like to have a sort 
of survey and I will not ask it here. I think you are doing a good job 
Mr. Dillon, and I hope you continue. That is all, thank you. 

(The following information has been supplied by ICA for inser- 
tion in the record at this point :) 


ANSWERS TO QUESTIONS RAISED DURING TESTIMONY ON THE MUTUAL SECURITY 
Act or 1960, HouszE COMMITTEE ON FOREIGN AFFAIRS, MONDAY, FEBRUARY 
29, 1960 


1. Question. What is the real purpose of the proposed section 404 of the act? 

Answer. The real purpose of that section is to provide an expression of “moral 
support” by the Congress for this significant undertaking and of the intent of 
the United States to participate therein financially. Since the cost of the project 
is beyond the ability of India and Pakistan alone to finance, it will be undertaken 
only if financial assistance in the necessary amounts, as proposed in the IBRD 
plan, is actually assured. Pakistan, in particular, would not wish to sign away 
its water rights in a water treaty until adequate assurances on this score are 
received. 

2. Question. Does section 404 constitute an authorization of funds? If so, in 
what amounts and over what period of time? 

Answer, Section 404 does not itself constitute an authorization of funds. Such 
authorization, as stated in section 404, is to be derived from “authority contained 
in this and other acts.” The contemplated contribution by the United States in 
foreign exchange is $177 million in grants and $103 million in loans. In addi- 
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tion, local currency loans and grants by the U.S. equivalent to $235 million are 
also contemplated. These funds would be contributed as required over the 
10-year construction period. 

3. Question. Will the contributions proposed for the United States and other 
countries take the form of an increase in their capital subscriptions to the 
IBRD? 

Answer. These proposed contributions will not constitute subscriptions to the 
capital of the IBRD. Rather, they will be contributions to the financing of the 
construction of the system of works proposed by the IBRD in its plan to settle 
the Indus waters dispute. 

4. Question. Are other members of the IBRD contributing to this project? If 
so, are their proposed contributions in proportion to their capital subscriptions 
to the IBRD? 

Answer. In addition to contributions by India, Pakistan, and the IBRD, it is 
understood that grant contributions will be made by Australia, Canada, Ger- 
many, New Zealand, the United Kingdom, and the United States. While the rela- 
tionship is not direct, the foreign exchange grant contributions of these countries, 
except for New Zealand which is not a member of the Bank, are roughly in pro- 
portion to their capital subscriptions to the IBRD. 

5. Question. Is not section 404 a broad grant of authority to the President? 

Answer. The only grant of discretionary authority in section 404 is that con- 
tained in the last part of the section which provides that funds for the Indus 
project may be used “without regard to the provisions of section 901(b) of the 
Merchant Marine Act of 1936, as amended: (46 U.S.C. 1241), whenever the Pres- 
ident determines that such provisions cannot be fully satisfied without seriously 
impeding or preventing accomplishment” of the purposes of section 404. This 
discretionary authority would apply only to section 901(b) of the Merchant 
Marine Act. 

6. Question. Under section 404 would the expenditure of any grant funds pro- 
vided by the United States be subject to the rules of the International Bank, in- 
cluding the policy specifically of international competitive bidding? 

Answer. Yes, they would. The IBRD, which will administer the financing of 
the project through the Indus Basin Development Fund, believes it essential that 
all contributions to the Fund be commingled or considered as a single Fund, and 
that all supplies and services be obtained on the basis of international bidding. 
This is true not only of the U.S. contribution but of all contributions. The Bank 
eonsiders this essential both for efficiency of administration and to insure that 
the job be performed as economically as possible. It is also necessary to avoid 
unreasonable and unnecessary delays. For each contributing government to 
require that its aid funds be spent within its borders would hopelessly compli- 
cate the task of administering the project. U.S. engineering firms have already 
been retained for preliminary design work on several of the major subprojects. 
It is expected that U.S. firms will receive a reasonable share of the engineering 
design, construction, and supply contracts. 

7. Question. Will contributions by other countries be provided on an “untied” 
basis? 

Answer. As indicated in the answer to question 6, the Bank proposes that all 
contributions be provided without restriction as to source of supply. The other 
contributing countries have agreed to this. 

If the United States, alone among the contributors, should insist upon tying 
procurement, other countries might then also insist that this be done with their 
funds, to the detriment of successful progress and economical cost of the project. 

8. Question. In turning money over to the IBRD, do we not lose control of it 
as a means of achieving U.S. foreign policy objectives? 

Answer. By contributing to the economic development of south Asia this proj- 
ect will contribute to a fundamental U.S. objective in the area. However, an 
immediate and basic purpose of this project is to achieve a major political 
objective: the settlement of a major dispute between India and Pakistan, which, 
since the partition of India in 1947 has threatened political stability in that 
important sector of the free world. The dispute resulted from the fact that 
partition divided the Indus Basin geographically between India and Pakistan, 
giving to India control of the upstream waters. India wished to expand its 
uses of these waters; Pakistan was fearful that its historical supply of these 
waters might be cut off or seriously curtailed by Indian developments. 

The IBRD entered the picture in 1951 when it offered its good offices to the 
Governments of India and Pakistan toward reaching an agreed basis for settle- 
ment of the dispute. Negotiations under auspices of the Bank were actually 

51905—60—pt. 2———11 








356 MUTUAL SECURITY ACT OF 1960 


begun in 1952 and have continued since that date. In the summer of 1959 the 
two Governments agreed in principle to a Bank proposal for settlement of the 
waters dispute which involves a program of new developments and replacement 
works with international financing and administration of expenditures by the 
Indus Basin Development Fund under supervision of the Bank. 

By contributing to this Fund the United States is assisting in the settlement 
of a serious dispute between two great nations of south Asia. Instead of con- 
stituting a divorce from the aims of U.S. foreign policy, this proposed contribution 
by the United States to an IBRD-administered fund is in direct support of that 
policy. 


(The following statement has been submitted by Mr. Dillon for 
inclusion in the record in response to Mr. Fulton:) 


An important step to advance U.S, foreign policy objectives of promoting eco- 
nomic growth in friendly nations through use ef U.S. surplus agricultural com- 
modities is proposed in the amendment to title II of Public Law 480. This 
amendment will authorize the use of commodities in CCC stocks in meeting the 
requirements of needy peoples and to promote economic development in under- 
developed areas. Use of eommodities for this purpose will, of course, be in 
addition to those which can be sold to foreign governments. Current authority 
under title II has been used primarily for providing emergency relief to the 
needy. 

The amended language will enable the United States to undertake longer term 
programs in underdeveloped countries where food consumption is low and under- 
employment is high. Commodities can be sold in the domestic market and the 
proceeds used to pay eash wages and to purchase local materials. Also, grants 
of surplus commodities could be used to pay part of the wage of persons em- 
ployed on works projects. Community development projects, involving a high 
labor input and little, if any, foreign exchange costs, can be undertaken in many 
countries. Examples of such projects include land clearing, construction of 
water-spreading dams, irrigation and drainage ditches, and schools, 

A sufficient number of work projects have been operated on an emergency 
basis under the present legislation to assure that they are highly successful 
from the standpoint of local popularity and inereased U.S. prestige. With the 
new authority, projects of a more lasting value could be undertaken under cir 
Constance in which there is more time for planning and arranging local 

nancing. 

In addition to works projects, there are other opportunities in which grants 
of surplus commodities would help materially in attaining U.S. political objec- 
tives and in bringing help to needy people. For example, in many of the newly 
independent African countries development might be stepped up considerably 
by providing surplus commodities which can be sold by revenue-short govern- 
ments to finance programs such as those in the field of education. These possi- 
bilities are being explored. 

It is difficult to develop even a reasonably accurate estimate of the upper limit 
of commodities which could be used for these purposes. During the first year it 
should be possible to use an additional $50 million of surplus commodities (at 
CCC cost) for the purposes described above. As more experience is obtained in 
the operation of programs of this kind, a better estimate could be made of 
the additional amounts of U.S. surplus commodities that could be moved abroad 
annually to help the needy, to aid in economie development, and to further the 
foreign-policy objectives of the United States. 

Apart from this approach, the United States is donating considerable amounts 
of surplus foods to bring help to needy people. Most of the distribution is 
carried out through U.S. voluntary agencies and in fiseal year 1960, almost 2 
billion pounds of surplus foods will be distributed free to over 60 million people 
in 90 foreign countries. Efforts are continuing to expand this program in the 
areas of greatest need. There are, however, certain factors which tend to retard 
desirable expansion, such as lack of funds on the part of foreign governments 
to finance internal distribution costs and inadequate storage and transportation. 
Even if these difficulties could be overcome, there remain certain fundamental 
problems, including the danger of creating overdependence upon the United 
States, with the risk of adverse repercussions if and when U.S. assistance with 
free food must be withdrawn, 

For these reasons, it is practically impossible to arrive at an estimate of the 
maximum—or even the optimum—amount of surplus commodities which could 
be used for wide-scale free food programs. 
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Chairman Morean. Judge Saund. 

Mr. Saunp. Mr. Chairman, thank you. I wish to commend you on 
the very fine statement, Mr. Secretary. I want to concur in the 
sentiments expressed by Mr. Fulton—you are doing a good job. 

On page 4 you make a fine statement here. You say— 


To provide deterrent strength against Communist subversion or aggression to 
assure a pro-Western alinement of governments to achieve stable political 


arrangements. 

Let me ask you, Mr. aaa do you believe in Taiwan these 
conditions have been realized? Is there much danger of Communist 
subversion in Taiwan today ¢ 

Does it look like that? 

Mr. Duton. Communist subversion, none at all. 

I would say in Taiwan these conditions have been largely realized. 
However, there is need for extra strong forces in Taiwan to stop a 
direct attack, and the Government there has not yet developed quite 
the strength to be able to carry all of these forces themselves, although 
they are carrying a larger amount every year. 

Mr. Saunp. You say “to assure a pro-Western alinement,” and so 
forth. 

Mr. Ditton. We believe this condition is fulfilled. 

Mr. Saunp. How about the Philippine Islands? Would you make 
the same statement about the Philippine Islands, pro-Western ? 

Mr. Dron. I think that has been fairly well established, although 
we have problems in the Philippines on which we continue to hold 
discussions. I think basically their internal stability has been rea- 
sonably well achieved and their devotion to the cause of freedom and 
liberty is strong. 

Mr. Saunp. I think, in the Philippines, I will make a statement, 2 
categorical statement, that it is a pro-American Government. I do 
not think there is much danger of Communist subversion there. 

Mr. Secretary, has the effect of Communist subversion increased 
in Burma or India during the last 10 years? 

Mr. Ditton. No, I would say it has decreased, certamly in Burma 
and I think in India. I think the results of recent elections is a 
very good example, the election in the State of Kerala. I think there 
has occurred a greater realization on the part of people, the opinion- 
formers in India, of the disinterested approach of the United States, 
the fact that we really are not trying to interfere in their way of 
developing but are interested in helpmg them, and there has 
also a growing realization that the Communist powers are not as dis- 
interested as some of them may have thought they were 10 years 
ago. 

Mr. Saunp. I asked those questions to make the observation, Mr. 
Secretary, as to Taiwan. We have given [security deletion] in mili- 
tary aid to Taiwan and to the Philippine Islands about [security 
deletion]. To India, and [security deletion} we did not give any. 
When it comes to stopping Communist subversion or achieving a 
condition where there will be a stable government, pro-Western, it 
does not necessarily follow that military assistance is directly helping 
with that. 

Take Taiwan, would you say there is no danger of Communist 
subversion in Taiwan, because we have [security deletion] soldiers 








358 MUTUAL SECURITY ACT OF 1960 


stationed there in a population of 10 million people, or the economic 
improvement of those people—— 

Mr. Ditton. I would say it is primarily the freedom of government, 
land reform, the economic improvement of the people. It is not at 
all the number of soldiers, because there is one place that certainly 
the soldiers are part of the population and not at all used against 
the Neen that is Taiwan today. 

Mr. Saunp. [Security diitin.t And about 35 percent of them 
are local Taiwanese. One soldier to every 20 people of the population. 

Mr. Ditton. A great many of them are on the offshore islands, 
though not on Taiwan. The proportion of Taiwanese are increas- 
ing every year as you know, as the others get older. 

Mr. Saunp. To follow up the question of the chairman: Did you 
make the statement or did you not—did you make the statement 
that building a private airport for the Shah of Iran is of help in our 
military security abroad? Did you make that statement? 

Mr. Ditton. No. I said there was no private airport for the Shah 
in Tran. 

There is a military airport that is being built there. It has nothing 
to do with being a private airport for the Shah. It is not near 
where he lives. 

Mr. Saunp. You can correct me if I am not correct in this, Mr. 
Secretary: In my study of the situation in southeast Asia and the 
Middle East, that the countries to whom we have given military aid 
are not necessarily more free from Communist subversion today than 
the countries where we have not given military aid. 

I sincerely and honestly believe, I have made that statement many 
times, that giving military aid to dictators and kings, trying to main- 
tain a status quo is not presenting a good image of the United States. 

Mr. Ditton. A great many of these countries are not led by dic- 
tators and kings. 

If we had not had a military aid program in Taiwan and in south- 
east Asia, that whole area would be under Communist domination and 
we would not have to worry about it. 

Mr. Futton. Would you yield. 

Mr. Saunp. Yes. 

Mr. Futon. It should not be forgotten that where we did give 
military aid, made key points of defense, showed our U.S. intentions 
and kept back possible aggression, this in and of itself had an effect 
on other:areas that were not given aid. 

Mr. Saunp. We can go to country after country, where we have 
given military aid and prove it has not been very successful. Those 
three countries that you talk about, I personally do not agree that we 
gained much there. I do not think so. There has been $2 billion aid 
to 10 million people, to one country that is $200 per man, woman, and 
child in Taiwan. How many countries can we spend that much 
money in to keep the Communists out? I do not believe we can do 
that. 

Chairman Morean. Mr. Adair? 

Mr. Aparr. Mr. Chairman, Mr. Secretary a few questions about the 
Development Loan Fund. It is my understanding that the program 
this year asks the appropriation of $700 million heretofore authorized. 

Mr. Ditton. $700 million—that is correct. 

Mr. Aparr. You are not asking further authorization at this time? 
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Mr. Driton. No. 

Mr. Apatr. My recollection is that last year the appropriation was 
$550 million. 

Mr. Ditton. That is correct. 

Mr. Apvarr. Do you recall offhand what that makes the total appro- 
priation to date for the Development Loan Fund? 

Mr. Dixon. $1.4 billion, I think it is. 

Mr. Apatr. To which, if this $700 million is appropriated this 
aera would be added to make a total appropriation then of $2 
illion. 

Mr. Dixon. Yes. 

Mr. Apatr. At page 8 of your statement about two-thirds of the way 
down there is this sentence: 

If we lack the means to finance economic development either more grant aid 
will be needed or our national interests will suffer. 

By that do you mean if something less than the $700 million is ap- 
propriated, then that you might have to look to the Congress for more 
grant aid ? 

Mr. Ditton. What I meant there was this: there is a direct corre- 
lation between this report, where we have made reductions in our 1961 
program, where we have reduced what we are requesting for certain 
countries [security deletion] based on increasing availability of funds 
for economic development from the Development Loan Fund as well 
as from other international organizations. 

So, I do mean there is a direct connection there. I also mean, there 
are two authorities involved; it is in our own national interest to in- 
crease somewhat the amount of lending from the Development Loan 
Fund we have made available to some countries that do not get grant 
assistance. India is the particular case we have in mind. If we do 
not get the funds there, I think that our national interests will suffer 
because we will not ask for grant assistance but India would be less 
able to carry through the minimum program which we feel will be 
necessary. 

Mr. Apatr. You would not feel, as you look forward from this 
point, and recognizing the fact that contingencies may occur, you 
would not feel that you would, if the Development Loan amount is re- 
duced, come in and ask then immediately for additional grant funds? 

Mr. Ditton. I do not think so. Rather, I think we would probably 
instead try to get, as we have done once before—if we did anything we 
would try to get the Development Loan Fund increased. We submit- 
ted a supplemental request for the DLF a year or two ago when the 
funds were inadequate. 

Mr. Apatr. Do you have at hand lists of countries—I presume it is 
in these books and I have not had a chance to dig it out yet—a list of 
countries on the one hand which it is proposed to make loans in the 
coming fiscal year and on the other hand a list of countries to which 
grants of one kind or another under this program are prepared to be 
made? 

Do you have lists of such countries ? 

Mr. Dron. Not in that form. We have simple lists of the coun- 
tries to which grants are supposed to be made. 

But the loans are largely made through the Development Loan 
Fund which does not program these ahead. So we have a list of coun- 
tries they have loaned to before. 
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They will probably continue to make loans to these same countries. 
Often, countries receive both grant and loan assistance. For instance, 
in Turkey, there will be both loans for development purposes and a 
grant program for defense support. 

Mr. Aparr. Would you include in your remarks at this point the 
list of countries to which it is proposed to make grant-aid assistance 
in the coming fiscal year ? 

Mr. Dut0N. We will be glad to do that. 

Mr. Apair. With the amounts that are proposed ? 

Mr. Dron. Yes. 

(A classified table was subsequently submitted in response to Mr. 
Adair’s request.) 

Mr. Aparr. I observe the charts in the book here. Do you have in 
terms of percentages, the amounts that are considered for the coming 
year, that is, how much would be considered for grant aid and how 
much for Development Loan Fund assistance ? 

Mr. Ditton. Do you mean for each country? 

Mr. Anatr. For the aggregate. 

Mr. Dizon. Yes, because we have the percentage of funds that we 
are asking for the Development Loan Fund. We can easily figure 
that out if it isnot in the books somewhere. 

Mr. Aparr. It may be. 

Mr. Ditton. We can work that out. 

Mr. Apatr. Would you include that, if possible? 

Mr. Ditton. We will be glad to do that. 

(The information is as follows :) 


Breakdown of fiscal year 1961 economic assistance request into loans and grants 
(excludes technical cooperation and other programs) 





In millions 
Deviiogment thw PenOe oo el ea $700. 0 
Si Sune ei oi i ise Sie tok aoe eee 724.0 
I IO is inci. siktiren hii ese etbeuee mould ba eatinas 268. 5 

i ae i a $952. 5 

a thik ct ahedi ng ciebaipatta isl tie te naan ea oa aeaen codename 

Tits a i od iol ll pag omer bi 1, 692.5 
Percent 
Percent of total for Development Loan Fund loans___..-..--.---_------- 41.4 
Percent of total for defense support and special assistance loans___._--~- 2.4 
Percent of total for defense support and special assistance grants......_.. 56.2 
a oc la ei Se 100. 0 


Mr. Aparr. Is it anticipated in the coming year’s program that any 
assistance will be given in the form of loans not through the medium 
of the Development Loan Fund ? 

Mr. Duton. Yes. There are some loans that are made for par- 
ticular reasons in our special assistance program. 

They have been made in the past primarily to Morocco which prefers 
to have their assistance in the form of a loan. They have some of it 
in the form of a grant. There have been special assistance loans to 
Iceland because that country by its special political situation is better 
able to repay. 

And, some of our past special assistance to Yugoslavia has been in 
the form of loans. 
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Mr. Aparr. Have loans heretofore made under these programs to 
which you have just referred, had a record of repayment ? 

Mr. Dixon. They are repayable in local currencies. 

To the extent that those are due, they have been repaid. 

Mr. Apvair. Have any of them been repaid in dollars or other con- 
vertible currencies 4 

Mr. Ditton. There have been some repayments of this nature but 
they are from earlier loans made by the predecessors of the mutual 
security program. There was no Development Loan Fund at that 
time. The program then combined the two elements and made both 
grants and loans. 

Some of these loans are now being repaid in dollars as well as in 
local currencies. Repayments on these began about 2 years ago. 

Mr. Aparr. The loans which are anticipated for the coming year, 
the loans outside the Development Loan Fund, would be repayable 
then in local currencies exclusively ¢ 

Mr. Dixon. Either in dollars or in local currency at the option of 
the borrower. 

Mr. Apvatr. Are those interest-bearing Joans? 

Mr. Driton. Yes. 

a Apatr. Could you give us a notion as to the rate of interest on 
ose 

Mr. Dixon. I think the usual rate for ICA leans has been a rate 
of 3 percent if the country wished to avail itself of an option to repay 
in dollars and 4 percent if they repaid in local currency. 

Mr. Anam. If the entire $700 million for the Development Loan 
Fund is made available, is it your view that that would pretty well 
meet the stated requirements for the comi ar in that area? 

Mr. Dnion. We think it is a minimum. e had originally hoped 
to ask for more but during the fiscal review of the budget, fiscal con- 
siderations were taken into account and we arrived at a figure which 
we think is a minimum and will do the job. To answer your ques- 
tion, I think it would do the job but on a: minimum basis. 

Mr. Aparr. Thank you. 

Chairman Morean. Mr. McDowell. 

Mr. McDowr1m. Mr. Chairman. 

Mr. Secretary, it is certainly a pleasure to see you back here again 
before this committee. 

Referring to the chart in the red book on page 9 I would appreci- 
ate it if you would give us some evaluation of the 1961 request as 
compared to the 1960 appropriation. 

According to this chart which, of course, reflects the amounts by 
categories, approximately I believe there is a: $700 million increase for 
the military assistance and defense support. 

I ask this in view of the fact that it is my understanding that the 
1961 program, in what has variously been described as a new look or 
new approach, was intended to put more emphasis on economic 
assistance. 

Mr. Dron. I did not know that was the case. We have been con- 
tinuing to put more emphasis year by year, I think, on economic 
assistance as a whole in our presentation. 

The Co sometimes changes that. As far as defense support 
is concerned, what we were trying to do this year particularly was to 
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put more emphasis on long-term development and less on grants that 
were directed to keeping the country level. We have done that. We 
have reduced our request for defense support by $111 million from 
last year and we have made additional reductions of about $44 million 
in other grant programs from what we requested last year. 

So, our total reduction from what we asked for last year is about 
$155 million. 

The military assistance question is quite a separate thing. In my 
view, we often make an error in trying to compare the proportion 
that goes to one or the other of these two categories. ‘They are sepa- 
rate in their objectives, the military assistance program is not directly 
related to development and vice versa. 

We want to keep both of them to meet our objectives but keep them 
as modest as they can be while meeting those objectives. 

The big increases in the program, as shown by the pie chart, are 
in military assistance and the Development Loan Fund. Together, 
that increase amounts to $850 million, which covers all but $100 million 
of the total increase there. 

In military assistance, the reason for the increase is that we have 
used up our overall pipeline which we have been living on since 1953 
and for many years we have been accustomed to living with appro- 
priations that are far less than what we spend, because we were able 
to draw down on this pipeline. 

Our average rate of expenditure has been about $2.3- billion to 
$2.4 billion, and we made a careful study of the matter. We have 
come up with the conclusion that we could probably get along with 
deliveries somewhat below the $2.3 billion rate. 

Now, on the basis of agreement with the Joint Chiefs of Staff, we 
feel a delivery of about $2 billion worth of equipment is needed in each 
year to keep our various military alliances in shape. 

Last year we delivered something like $2.4 billion. This fiscal 
year we are going to deliver about $1.8 billion. That, you will note, 
is $500 million more than appropriated because we are drawing down 
on the pipeline. 

The pipeline at the end of this fiscal year will be down about $2 
billion and cannot be reduced lower if we are going to maintain a 
delivery anywhere near that level. 

Therefore, we are asking for an increase in the appropriation with 
no idea of increasing our deliveries in fiscal year 1961, but, in fact, 
with the idea of keeping our deliveries somewhat lower in the future 
than they have been in the past. However, we do not feel that we 
can afford a further 20-25 percent cut in our deliveries—similar to 
the one that is taking place this fiscal year—without having very 
serious repercussions on our national security position in one or more 
areas of the world. 

I would say one thing more, if we are faced with that, we might 
have to cut out whole areas of the world and say, “We will take our 
risks in those places.” 

Mr. McDowe xu. Does this mean, then, that in the new concept of 
concentrating in certain countries that not only is that concentration 
to take place by an increase in military assistance and defense support 
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eniphasis but also to increase proportionately, at least, the economic 
assistance in those countries where we might decide it would be better 
to concentrate ? 

Mr. Ditton. As I pointed out, we do not plan any. increase in our 
military deliveries in fiscal year 1961. As far as the economic assist- 
ance is concerned, I think that in the future it is our idea ‘that, if we 
are successful, the proportion that you see here in the Development 
Loan Fund would gradually increase and the proportion you see in 
defense support and special assistance would gradually decrease. 

There might be a slight increase in technical cooperation but I 
think it will be about stable. The major difference would be an in- 
crease in our loan funds and a decrease in our grant funds. 

We think this will be a continuing trend. There will be a greater 
concentration in countries that are better able to use economic de- 
velopment assistance, such as India or Taiwan. 

Mr. McDowe tu. Does that also reflect, then, a hope—I would ap- 
preciate it if you would make some comment on the progress, bring- 
ing in other countries, particularly countries in Western Europe in 
this program, and, as I say, I hope. you might make some comment 
as to where we stand on that and particularly the economic assistance 
program for this year, as to the possibility of other countries helping 
us to carry this load. 

Mr. Ditton. There are encouraging developments. They are in- 
creasing their share of contributions to development. We are having 
a meeting here in Washington next week of a group of countries 
that are industrialized that are able to make contributions. The 
group is made up primarily of the industrialized countries of Europe 
and Japan. 

We are talking with them about increasing their overall contribu- 
tion for development assistance, and we have already had very good 
indications on that score from a number of countries—particularly 
the United Kingdom which is planning an increase from somewhere 
around $200 million last year, to about $350 million in 1960. 

But we also think we can get increases from others. At the same 
time this is going on, the International Development Association is 
coming into being, we hope. Here we will be contributing about 
$300 million—slightly over that—of the hard currency and other 
countries will be contributing just under $450 million of the hard 
currency. 

The total is around $750 million in hard currency and $250 million 
of local currency from underdeveloped countries, themselves. 

The burden is being shared better. What will be needed in the 
way of a development program—say in India, for example—will 
probably, as in the past, be worked out under the leadership or with 
the help of the World Bank. 

We are definitely counting on, and have reason to count on, sub- 
stantial contributions from all of these other countries, larger con- 
tributions than in the past for that purpose. 

Mr. McDowe tt. Mr. Secretary, I would like your comment on two 
statements. I do not mean that your answer has to be down to the 
jast dollar but perhaps very much generalized. 
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One, that the deficit in the Treasury is $44 million greater than the 
combined debt of all other countries in the world today. 

The other statement, that the American dollar—once the strongest 
and the most sought after currency in the world—is selling at a dis- 
count in some countries; namely Canada, Switzerland, and Belgium. 

Mr. Dixon. I can get the figures on the national debt. 

Mr. McDowe... If you could, they could be put in the record. 

Mr. Dixon. Yes. 

(The following information has been submitted by Mr. Dillon in 
response to Mr. McDowell’s request :) 


The statement that the American dollar—once the strongest and the most 
sought-after currency in the world—is selling at a discount in some countries, 
namely, Canada, Switzerland, and Belgium, is misleading. 

Canada adopted a fluctuating exchange rate in 1950 and the value of the 
Canadian dollar in terms of the U.S. dollar thereafter increased from the previ- 
ous level of 90.909 cents per U.S. dollar. By February 1952 this increase re- 
sulted in a premium on the Canadian dollar in relation to the U.S. dollar, a 
situation which has since continued. The size of the premium, has varied widely 
in response to market forces of supply and demand. It reached a high of 6 
cents in August 1957, fell to a low of less than 1 cent in January 1958 and has 
again risen, currently being about 54 cents. 

This premium on the Canadian dollar is chiefly attributable to the sustained 
fiow of U.S. investment funds into Canada rather than to a change in the 
economic position of the United States. Canada ordinarily has an unfavorable 
balance of trade with the United States, but capital movements, chiefly long- 
term investment, have more than offset the trade deficit and are largely re 
sponsible for the continuance of the premium. Many U.S. firms have increased 
their operations or established subsidiaries, there constructed plants, or made 
other types of capital investments. The most recent estimates of the Depart- 
ment of Commerce place the net capital flow from the United States to Canada 
in 1958 at $947 million and at $644 million in the first 9 months of 195% The 
demand for Canadian dollars has consequently been at a high level. Under a 
fluctuating exchange-rate system, like that of Canada, the large demand for 
Canadian dollars is reflected in a premium exchange rate. Many countries have 
fixed rather than fluctuating exchange rates. In such countries an inflow of 
foreign investment similar to that which has taken place in Canada would be 
reflected in increased foreign exchange reserves. As a matter of monetary pol- 
icy, Canada has preferred to avoid an aceumulation of foreign exchange re 
serves by the use of a fluctuating exchange rate. 

Belgium and Switzerland both have fixed official exchange rates with exchange 
transactions taking place at rates determined by market forces of supply and 
demand within limits fixed by their respective central banks. The limits are 
stated in terms of U.S. dears and the rates for other convertible and externally 
convertible currencies fluetuate between limits resulting from the U.S. dollar 
rates for Belgian and Swiss francs in relation to the U.S. dollar rates for the 
other currencies. 

The official rate (parity) of the Belgian franc is 50: per U.S. dollar. The offi- 
cial limits within which spet exchange transactions may take place are 49.625 
buying and 50.375 selling per U.S. dollar. These are equal to three-fourths 
of 1 percent of parity. Belgium is a member of the International Monetary 
Fund whosé articles of agreement permit differences of not more than 1 percent 
between parity and the maximum and minimum rates for spot exehange trans- 
actions. Within this very narrow range exchange transactions are considered 
to be on a parity basis. The market rate for the. Belgian frane has recently 
been quoted at 49.85 francs per dollar. It is to be noted that the IMF reports 
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that the month-end market rate during 1959 ranged from 49.86 to 50.04 Belgian 
francs per dollar. 

Switzerland’s official rate is 4.373 Swiss francs per dollar. Switzerland is not 
a member of the IMF, and the official limits within which exchange transactions 
may take place are fixed at 4.295 buying and 4.45, selling per U.S. dollar. These 
are equivalent to 1.78 and 1.77 percent respectively of the official rate. The 
market rate for the Swiss franc has recently been 4.33 Swiss francs per dollar. 
According to the IMF, end-of-the-month quotations for the Swiss franc in 
1959 ranged between 4.308 and 4.347 Swiss francs per dollar. 

The quotations of the Belgian and Swiss francs in terms of U.S. dollars do 
not reflect solely the relative payments position of Belgium and Switzerland 
vis-a-vis the United States. They also reflect the supply of and demand for the 
currencies of Belgium and Switzerland in third countries. 

The attached table shows the latest available information on the gross debts 
outstanding of free world countries and the percentage relationship of these 
debts to their gross national product. 

As to the significance of these figures from the point of view of the economic 
strength of these countries or as an indication of the burden that these countries 
carry, the executive branch has commented at some length in the course of the 
hearings before the subcommittee of the Committee on Appropriations, House 
of Representatives, 86th Congress (mutual security appropriations for 1960 
(and related agencies), pp. 412-418). Here we wish to restate some of the 
major points. ‘ 

The data are based frequently on estimates rather than on statistical informa- 
tion. International comparisons of this type are frequently distorted by the 
exchange rates applied. 

Beyond these technical-statistical problems, it needs to be remembered that 
the level of public debt at any given time is not a particularly useful indicator of 
any basic economic considerations, such as the economic and financial strength 
of a country, the level of its public burden, etc. The size of the national debt 
has to be related to the size of the economy. A larger economy can carry more 
than a proportionate national debt burden. The relative level of public expendi- 
tures is influenced by the nature of the economy and by the political, social, and 
economic institutions; obviously, the debt burden has to be considered in rela- 
tion to the level of public expenditures. These expenditures can be financed 
through several alternative methods, such as taxation, borrowing, and inflation. 
The level of the public debt at any given time, i.e., the accumulated total, depends 
on the sanctity and maintenance of public obligations. This has not always been 
the case in foreign countries; after economic disasters such as the war, several 
of them have resorted to wiping out public obligations either by outright repudia- 
tion of the national debt or through rapid depreciation of the value of their 
currency. 

More important, it needs to be recognized that the importance of the domestic 
debt is primarily an internal one and relates essentially to price stability and 
income distribution objectives. Our internal debt we only owe to ourselves. A 
national debt is a burden in the traditional sense only if it is a foreign debt. 
In this respect, the United States compares very favorably with most of the 
other countries of the free world. The U.S. Government has no foreign debt 
but is a large creditor. The following figures show examples of the foreign 
debts of some of the major free world countries: 
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Free world countries—Gross debt of central governments 





Total gross debt out- 
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Mr. McDowe tt. I would like your comment. 

Mr. Ditton. This may well be true. 

Most of the other countries which have had very considerable debt 
have gone through an inflation and a revaluation of their currencies 
which has in effect, written off their debts, so their old debts were 
virtually wiped out through inflation and their current debt—what- 
ever it is—is largely a debt that is relatively new. Whereas ours in- 
cludes the total cost of World War II. 

Mr. McDowetu. World War I. 

Mr. Ditton. Something of World War I, but primarily World War 
II. 

As to the dollar selling at a discount, that is true in the case of 
Canada. I do not know whether it is true in the case of the other two 
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although if it is, I think it would be significant. In Canada, it is 
simply because there is a great rush of dollars to go into Canada for 
investment which has made more or less a surplus of American dollars 
available as compared to the Canadian dollar, I do not think it has 
anything to do with the Canadian economy being stronger than ours. 

Mr. McDowe tt. Isn’t it true that the rate of exchange between 
Canada and the United States has fluctuated back and forth for a long 
time ? 

Mr. Ditton. That is correct. 


Chairman Moraean, The gentleman’s time has expired. 
Mr. Bentley. 


Mr. Bentiey. I am sorry I had to leave the committee for a period 
of time. If any of these questions I ask have been already asked 
and answered, please stop me, and I will read the transcript. I was 
interested in your statement regarding the balance of payments deficit 


and the impact or lack of impact of the mutual security program in 
this connection. I am wondering about this. 
Chairman Morcan. Go ahead, sir. 


Mr. Bentiey. We are attempting to get many countries with whom 
we do business abroad to reduce whatever discriminations in the form 
of tariffs, import quotas, and so forth, exist against our products. 
We are attempting to get them to reduce those barriers over a period 
of time as consistently as possible with their own economies, In our 
efforts to attempt these reductions or eliminations of barriers is any 
consideration being given at the same time toward the part which 
those countries may participate as recipients under the mutual se- 
curity program ? 

Mr. Ditton. I think these have been handled pretty well separately, 
but in what we do, we have taken into account the situation of each 
country. Most of the countries we are talking about are strong 
countries, strong commercially which, as a rule, do not have a very 
great part in the mutual security program. 

[Security deletion. ] 

Mr. Ditton. The other countries that we have been primarily work- 
ing with are the United Kingdom, France, and Germany, none of 
which now represent large beneficiaries of the mutual security 
program. 

Japan is another country which receives some military assistance 
but, apart from technical cooperation, no economic assistance. Weare 
making progress with Japan which is quite satisfactory, I would say. 

Mr. Haeray: These countries, although not the recipients of much 
in the way of economic assistance, participate in the military part of 
ae am, do they not ? 

.: 


mon. A very minor extent for Britain, France, and Ger- 
many. 

In effect, not at all really. We have determined that, except for 
some training, we are making no new commitments for grants of 
military equipment to any of those countries—no new commitments 
for grants. e are carrying out a few old ones that were made 2 or 
3 years ago. : 

Mr. Bentiry. Perhaps the question should be rephrased in this 
manner: When the question of how much these countries are to re- 
ceive in grants or conceivably even in loans under the mutual security 
program is under consideration, at the same time is the success or 
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the lack of success of our efforts to achieve reductions of tariff barriers 
of those countries taken into consideration ? 

Mr. Dixon. I think that it certainly is taken under consideration. 
[Security deletion. ] 

Mr. Benriey. In other words, it is conceivable that mutual se- 
curity program funds could, if not now, sometime in the future, be 
used as a possible bargaining counter with respect to tariff negotia- 
tions ? 

Mr. Ditton. They might be used for this purpose indirectly with 
a few countries. 

I do not think they would have any major impact because the major 
flow of our funds now goes to the less-developed countries where we 
do not really have the same tariff situations. 

Mr. Bentiey. Let me branch out from that question a little bit. 

In our negotiations with these countries, many of whom now receive 
a limited or perhaps almost negligible amount of assistance funds 
under MSP, is any consideration given in our negotiations—and I 
suppose this is a difficult thing—is consideration given either on our 

»art or on theirs as to the amount of assistance they may have received 
in the past? 

Mr. Ditton. No. In talking about tariff negotiations, I do not 
think we have put any emphasis on that. We have put our em- 
phasis in getting rid of discriminations on the fact that discrimina- 
tions were based on their balance-of-payments situation—the excuse 
that they had for putting them in, but a reason that we recognize has 
now been dispersed. They no longer have an excuse to keep them in 
force. 

We have been keeping our argument on the basis of asking them to 
live up then to their obligations, rather than on the basis of our ask- 
ing them any favor. 

I think we have been fairly successful. I would say the one place 
where the type of thought that you seem to have in mind may have 
had some dead effect is in our talks with these countries on their 
joining with us at this time in greater measure in assistance to other 
less-developed countries. I think this has been breught up not on the 
basis of dollars and cents but on the basis they have benefited from 
this sort of thing and now that they are strong, it is their turn to 
help us in this long-term job. 

That has been generally recognized. 

Mr. Bentter. In arguing the cause of the improvement in their 
own balance-of-payments picture for reduction of these trade barriers, 
do we not make a strong argument that the reason or one of the major 
reasons that their balance-of-payments pictures have been improved 
has been what we have done for them ever since the inception of these 
plans? 

Mr. Ditton, Yes. 

Mr. Benttey. Is that accepted on their part? 

Mr. Ditton. Yes. 

Mr. Bentiey. Do they feel any obligation to remove discrimina- 
tions because of this assistance ? 

Mr. Dixon. I think they do because we have been very successful. 

The record of the amount removed has been very heartening. All 
that are really left are a few independent items often in the agri- 
cultural field, which is always difficult, politically for any country. 
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Mr. Bent ey. This is not the Ways and Means Committee and I 
do not want to get into a tariff argument. A great deal was made 
not too long ago about the reduction of import quotas by certain coun- 
tries which, nevertheless, continued to maintain substantial duties 
even though their quotas may be reduced or eliminated. 

I am thinking of the United Kingdom and of a product that is 
manufactured and exported from my own State of Michigan. I won- 
dered if all attempts have been made in that direction ? 

Mr. Ditton. Of course tariff negotiations will take place next year 
when we have the next round of tariff negotiations under the GATT 
and in accordance with the last reciprocal trade agreement. There 
is one thing that we are very hopeful of and that we have been saying 
to these countries when I was abroad recently—that is they are now, 
in Europe, in a much stronger position for trade than they were 
before. There are now two groups, the Six and tlie Seven, both with 
an interest in making reciprocal reductions in trade restrictions. 

I have pointed out that we feel strongly that the time has come for 
that sort of action during the next GATT negotiations, whereby each 
group would grant the other concessions which they wanted and 
needed and then would make them available on a most-favored-nation 
basis to everybody else, including the United States. 

In this negotiation for the first time, we could look forward to 
benefiting substantially from this most-favored-nation prec since 
we have had to make the concessions im the past and generalize them 
to others. This tmme we ought to get reductions in items—perhaps 
like the one you have in mind, sir. 

Mr. Bentiryr. Now I have some country questions which I will 
defer. 

Chairman Morean. Mr. Bowles. 

Mr. Bowes. Mr. Secretary, on the national debt, isn’t it true that 
our national debt on a per capita basis, is some 40 percent less than in 
1945, and roughly one-half what it was then as a percentage of our 
gross national product ? 

Isn’t our problem one of interest load rather than of the sizé of the 
national debt itself? 

Mr. Dreron. The weight of the national debt in the absolute sense 
in comparison with our economy is less, and substantially less, than 
it has been. In view of the fact that there are higher imterést rates, 
as you say, the impact of it on the budget is greater now than it has 
been. 

On a proportional basis it may be the same as before. Certainly, 
it is no larger. 

Mr. Bowes. I just wanted to clear the record. I would be inter- 
ested in a statement by you on the reason for the Indus Valley amend- 
ment. I understood it but I think it would be good to have the rea- 
sons in the record very clearly. 

Mr. Dion. Apparently we have to answer some questions in 
writing, but I woth be glad to answer this in general here, also. The 
reason for the amendment is that this is a very important project 
which is very close to our hearts and is going to achieve a great less- 
ening of tension, we hope, between India and Pakistan. The proj- 
ect has been brought to fruition by the World Bank. The costs are 
to be shared by a number of countries. India is to contribute very 
substantially toward the cost of the works in Pakistan. There are 
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to be:also, contributions by a whole series of outside countries—the 
United Kingdom—other Commonwealth countries, the United States, 
and West Germany. The Bank, itself, is to contribute to this. In 
order to be able to run this great multilateral effort efficiently the 
Bank will create an Indus Basin Development Fund and will op- 
erate the entire development as a single overall project. If the Bank 
is to do this it has to do it effectively. It has to be able to carry out 
the program under its own uniform procedures. It would be unwise 
to attempt to segregate funds contributed by several countries and use 
certain procedures for the United States funds, other procedures for 
Australian funds, and different ones for Canadian, United Kingdom, 
Germany, and so forth. Asa matter of fact, there was a certain feel- 
ing in the beginning that each country that the Bank talked to said 
“Can’t we spend these in the way we want and can’t we spend them 
in our own country ¢”’, and so forth, 

The Bank, after looking at this, said, “This is absolutely impossible 
“ae are going to undertake this. It can only be done on a joint over- 
all basis.” 

They persuaded these other countries into agreeing to that. All the 
countries are agreed in letters to the Bank that they would give the 
funds to the Bank and allow the Bank to carry them, and to manage 
them. Certainly the Bank’s record of management is such that 
throughout the world no one could ask for a better manager of funds 
than the World Bank. There is another reason for this amendment 
at this particular time, in this section, and that is a thing that has to 
do with Pakistan. 

Pakistan in signing this water agreement is giving up her claims to 
the headwaters of these rivers which she has maintained all along. 
She does not wish to do that. She just feels she cannot, as a matter 
of survival, unless she is relatively certain that this project will go 
through. 

Pakistan is well aware of the importance to this project of legisla- 
tive action in this country and in various other countries. They know 
this is a long program. They have felt that some sort of indication 
of legislative intent not only from the United States, but also from 
the other countries, was necessary. The World Bank has backed 
that up, and therefore, they have asked the various countries to give 
such an indication. That is being done. It is being done by Great 
Britain, Canada. That is another reason for our wanting to have 
such a section in here. 

So, this is the practical reason for allowing the Bank to manage 
these funds. It is the only way it can be handled if this project is 
going to go forward. If this is not done, the Bank will not be able 
to carry the project out. Secondly, action by Congress is needed to 
show Pakistan that the Congress supports this, not by giving commit- 
ment for future appropriations, but giving them moral support. 

Mr. Bowtes. I am glad we are encouraging the World Bank to 
take leadership. Now, on the question of Formosa and Taiwan which 
Judge Saund touched on. 

Many of us have been very impressed with the remarkable economic 
progress made on Taiwan. We would like to see an even larger 
proportion of the funds available to further this economic progress. 
The existence of some [security deletion] men in the Nationalist 
Army may have been necessary to give validity to the “unleashing” 
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which was announced by the administration in 1953, but I wonder if 
this number of troops is necessary now that the leash has presumably 
again been snapped in place. 

There are more troops on Taiwan now to keep the Communists 
across the 100 miles of channel than there were British troops in 
Britain to keep Hitler’s armies across the English Channel at the 
height of his power. I hope we can do what we can to bring these 
swollen forces down. I wiateeeied your practical political problems, 
but the more we can switch this money over to economic growth and 
development, the more likely we are to maintain a free Taiwan. 

Mr. Ditton. I have two comments on that as far as the comparison 
of Britain is concerned; it is well known that the forces in Britain 
were utterly inadequate to the task and they were only saved by their 
air force, the Royal Air Force, and by the fact that the Navy there 
was a barrier. 

Mr. Bow es. The Chinese Nationalists also have a large and well 
trained air force. 

Mr. Ditton. But nothing like the British Navy to stand all that 
time in theirarea. {Security deletion. ] 

Mr. Bowes. Whatever we may have thought originally of the 
Tran-Pakistan arms arrangement, and many of us were deeply op- 
= to it because we feared it would upset the whole area power 

alance, I realize we cannot now reverse what has already been done. 
However, it should be emphasized that the long-range stability of 
this area may rest on whether reforms take place in Iran and on the 
ability of the Pakistan and Afghanistan Governments to patch up 
some of their differences. The Soviet will do everything in its power 
to increase these differences. This is a real challenge to the compe- 
tence of our diplomacy. 

Chairman Morean. Mr. Curtis. 

Mr. Curris. Mr. Secretary, I would like to refer to your speech 
which was printed in the Congressional Record of March 1, on page 
A1753, which was your speech at Cincinnati on February 19, because 
I think it is one that this committee would be very much interested 
in. You commented at length on the efforts which were made at 
Paris to get other countries to share the load of economic development, 
also on the efforts to remove restrictions on American trade. 

You said in that speech : 

Ways must be found to increase the flow of private capital and initiative to 
the developing countries. 

Our committee, while traveling, looked into that question and we 
were told in Korea that a new draft arrangement or treaty was being 
worked out to facilitate private enterprise in Korea. 

Could you comment on how that is coming along ? 

Mr. Ditton. I do not know in detail. I know that was being nego- 
tiated. We can furnish that information for the record. 

(The following information has been submitted by Mr. Dillon for 
inclusion in the record :) 


NEGOTIATIONS WITH THE GOVERNMENT OF KorEA To FAcrniraTe Private 
ENTERPRISE 


Discussions were underway in 1959 with the Government of the Republic of 
Korea which led to the conclusion of an investment guaranty agreement on 
February 19, 1960. Under this agreement the U.S. Government insures private 
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American investors in Korea against (1) possible ineonvertibility of. foreign 
ecurrency earnings into dollars, (2) loss through expropriation or confiscation, 
and (3) loss from damage to physical assets caused by war. 

Another significant development which is intended to stimulate foreign private 
investment in Korea is the foreign investment encouragement law which, follow- 
ing its passage by the Korean National Assembly in late 1959, was promulgated 
on January 1, 1960. This law provides incentives and benefits to those enter- 
prises in which foreign investment constitutes at least 25 percent of the equity 
ownership and to those foreign nationals who extend technical assistance or 
loans to Korean companies. 

These benefits include Korean Government permission to remit earnings from 
Korea at an annual rate of up to 20 percent of the initial foreign capital invest- 
ment. Repatriation of capital at an annual rate of 20 percent of the initial 
foreign capital investment is authorized 2 years following registration of the 
foreign investment with the Korean Government. Remittance of payments for 


technical assistance and of interest and principal on foreign loans also is per- 
mitted. 


Tax incentives are provided for foreign investors as well as for those extend- 
ing technical assistance or loans to Korea. Some exemptions from customs 
duties and commodity taxes are provided in connection with imports of machin- 
ery and machinery components and other accessories. 

Exprepriation of a registered enterprise is not. permitted except for “public 
purposes” and compensation is to be made in such instances. 

Mr. Ditton. We have been very active in the last year in negotiat- 
ing new tax treaties which facilitate investment and also in negotiating 
new friendship, commerce and navigation treaties which also facilitate 
investment. We are continuing to do that. 

Mr. Curtis. There was some evidence before our committee that 
there was a good deal of hostility to private investment in certain 
areas, and some testimony that it was really easier to get action 
through Government channels than to try to arrange for private enter- 
prise to come in. I wondered if the time had not come to be a little 
bit tougher on that, without hurting peoples’ feelings; and where 
some development could be done by private enterprise and could pay 
for itself, that. we should refuse to give Government aid. 

Mr. Ditton. We have already done that. We do do so where we 
think it is Papua Tt certainly is true that in some of these areas there 
is a sort of a connection, a moral connection between the private in- 
vestment system which is primarily foreign in these different coun- 
tries, since they do not have a capital market of their own, and the 
colonial tradition in that private owners were the colonial people. 

So, it takes a little while to break that down. Certainly the ex- 
perience in some of the larger countries that are more advanced—I 
have India particularly in mind—I think is very hopeful... I think 
they have a better understanding of the role that private enterprise 
can play and they are welcoming it now more than they were 8 years 
ago. 

"i Curtis. I want to bring up the question of the realization of 
other peoples of what our country is doing for them. I have before 
me a publication called Informe that I believe our former colleague, 
General Devereaux, is concerned with. 

Speaking of the huge amounts that we have given in comparison 
with the Soviets, it says at one point: 

Look at Indonesia. Since 1950 she has received from the United States alone 
$470 million worth of aid—and from the U.8.S.R. $118 million. For the dime 
Russia spends, she gets $100 worth of publicity. For the $1,000 that the West 


spends, the return is many times more abuse. And why do not the recipients 
of all these goods—money and credits—dare to acknowledge them? 
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Would you care to comment on that? 
Mr. Ditton. I have come to exactly the opposite conclusion. I 
think he is totally, absolutely 100 percent in error. I think, if you 
take the result of the visit of President Eisenhower and the response 
that. was made to him in countries in India, in other countries he 
visited in that. area and look at the response that was given to Mr. 
Khrushchev when he followed him—which was far less—you will see 
that these countires do feel grateful, feel very grateful for what we 
are doing in that the Russians as a whole, do not get any better or 
greater advantage, generally speaking, from the funds that they make 
available than we, in the United States do. We are interested in help- 
ing the country advance and help itself. We are not interested in 
getting into a short-run popularity contest. I do think the long-run 
results have been very favorable to us. I do not agree with what is 
said. 

Mr. Curtis. Mr. Secretary, I have always felt it was regrettable 
that these huge amounts of surplus foods that we give for the most part 
come to the recipients just in the ordinary course of commerce so they 
do not realize its source. 

Mr. Ditton. That. is correct. 

Mr. Curtis. Mr. Fulton spoke of India. I have read how some un- 
fortunates there pick up grains of food from the streets. Certainly 
to distribute a little of our food that is going to waste in our granaries 
would not interfere with anybody’s private trade. If people are in 
that condition and you handed them a bow] of wheat or rice, you are 
not going to take away any business from the local sellers of that 
material because these people could not buy it. We distribute agri- 
cultural surpluses to destitute people in our own country through wel- 
fare agencies. 

If we could only have someone in Indian villages to say, “Here we 
are distributing to you a few pounds of rice,” or other food, I think 
the impact would be tremendous. I have always regretted that we 
could not find some such way—some other way of distributing some 
of this surplus food. 

Mr. Ditton. Mr. Curtis, I think we fundamentally agree with you 
and one of the basic reasons we are asking for this amendment to title 
II of Public Law 480, which is in the bill before you, is to do, in large 
measure, just. what. you have been recommending—that is, to allow the 
free gift of food to be used for certain development projects, to be 
given to people working directly on these projects where they know 
the food came from. the United States and they then are able to give 
their labor to a sort of civilian conservation corps type job. This, we 
have been able to do in the past, but only where there has been a 
famine or emergency situation which, as you say, exists in many of 
these countries all the time. We are asking that that be changed. 
Thus, I think we will be able to enlarge our disposals under title II 
and in the way that you recommend. 

Mr, Curtis. I am delighted to hear what you have said. I hope we 
will have better luck with that amendment. than. with one which was 
Pe last year moving in that. same direction. 

Mr. Futton. Would you yield? 

Mr. Curtis. Yes. 

Mr. Futton. I am interested in this point. That is one reason 
I wanted Public Law 480 extended under the mutual security 
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program because I thought the administration requested broadening 
the authority this year, taking it out from under the emergency pro- 
vision. As a matter of fact, I commented on it previously when 
your statement came up, Mr. eee eres 

My point is this: When it is broadened so that the distribution of 
U.S. surplus food can be made as grants and not just on an emer- 
gency basis, why isn’t that broad enough to do what we are thinkin 
of, to go into a direct distribution of food program, maybe throug 
the ausupices of the Indian or local government, but. nevertheless 
with a much more direct impact at the village level. 

I believe the former Ambassador of India might be interested in 
that. 

Mr. Bowtes. Most of your problem, a great deal comes in the cities 
away from the villages. There, one device they used effectively is 
these fair price stores. The Government opens these stores on the 
corners and when prices get out of line, meaning there is a great 
scarcity, they put it in there to sell it at 40 cents below the market. A 
lot of it is used this way. 

I agree with you completely. I think that the people looking back 
on this era from the vantage point of 1960 will stand in stark amaze- 
ment that we are the first people on earth to solve its basic food prob- 
lem and we haven’t the imagination to use this force. I think we 
will probably find a way and will look back on this period with some 


surprise. 

Gneirnian Morean. Any further questions? 

Mr. Furron. Is there any idea of relieving India of some of the 
payments that are coming due on the obligations for previous ship- 
ments of surplus agricultural commodities that we had under special 
legislation ? 

r. Ditton. That was taken up, I think, in 1958. At that time 
it was obvious that India needed further assistance for economic 
development. 

The World Bank pointed out to us that repayment in dollars was 
a burden on India’s balance of payments and as long as India had to 
make these payments it would reduce the amount of funds the World 
Bank could make available to India. 

We did explore within the administration what we could do about 
this. There are certain provisions in the loan that allow changes in 
the conditions of repayment to be made. 

At that time there was an agreement reached within the executive 
branch and checked out with the competent committees of the Con- 
gress, as a result of which the loan agreement was amended and 
payments that were due in the next 10 years—up to 1958—were all 
waived and postponed to the end of the loan. 

I would say there is no real problem right now. In another 4 or 5 
years, as that time approaches, we may have to look at the matter 
again. 

Mr. Foxton. I understood they had been postponing payments. 
Why not do something to make India’s dette bets able position bet- 
ter? An international banking agency looks at them and sees they 
have this much in the account with accruing liabilities. 





mA A ot oF ot © 


~~ rt eA Oot et 


Me te 






wr Fl 


~ Vs tft oP, 


mn 


MUTUAL SECURITY ACT OF 1960 375 





































Mr. Driton. The Bank said they were satisfied with the postpone- 
ment of loan repayment over the next 3 or 4 years. When it gets to 
a few years beyond that, they will be affected and we have to think 
about it again, 

I personally think a very strong argument could be made for waiv- 
ing repayments in dollars and permitting repayments in local cur- 
rency, since all succeeding loans in connection with Public Law 480 
sales were made for local currency. 

Actually, we offered to make this loan for local currency but un- 
fortunately at that time this practice was rather new, Mr. Nehru 
didn’t quite understand it and thought it was some reflection on India 
and so refused to accept loan terms which called for repayment in 
local currency. 

Mr. Furron. Couldn’t we accept the local currency and turn it 
into food or education or an expanded city and village program? 
Why couldn’t we make the program invigorate the local economy 
rather than have the program hang over the economy as a drain? 

Mr. Dion. I think that is quite right. The immediacy of the 
drain has been removed for a while. . 

Mr. Furron. This committee could authorize the use of that asset 
of the United States which is to come due in the future for current 
purposes of gain to India’s economy, could we not? 

Mr. Ditton. The committee could do anything they wish. 

Chairman Morean. Mr. Bentley. 

Mr. Bentiry. Mr. Dillon, I know we have been making attempts 
as you have mentioned to encourage other countries to share with us 
the burdens of the mutual security program. I am wondering if for 
the record you could give us any examples that might be reflected in 
the program for the coming fiscal year whereby participation by other 
countries on a canléitanensl bania have eased our burdens in cases where 
we would have to go in presumably and participate on a bilateral 
basis if we hadn’t had this multilateral assistance. 

Could I have that for the record? 

Mr. Ditton. Yes. 

(The information is as follows :) 


EXAMPLES OF PARTICIPATION BY OTHER COUNTRIES ON A MULTILATERAL BASIS 
THat Have REDUCED THE NEED FOR U.S. ASSISTANCE 


SPAIN 
















In July 1959, the Spanish Government adopted an economic stabilization 
program worked out in conjunction with the International Monetary Fund and 
the Organization for European Economic Cooperation. The need for this pro- 
gram arose because of the rather severe inflation, growing balance of payments 
deficits, and near exhaustion of Spain’s foreign exchange reserves. The U.S. 
Government participated in a multilateral aid package in support of the new 
program, the main provisions of which are corrective internal credit and fiscal 
measures, the simplification and liberalization of trade and exchange controls, 
devaluation of the peseta, and a new law removing many restrictions on foreign 
investment. 

In addition to the U.S. defense support commitment of $45 million in fiscal 
year 1960, the aid package consisted of the following standby credits: IMF, $75 
million ; OEFBC, $100 million; and U.S. private banks, $71 million. 
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In the absence of the IMF and OEBKC credits, which amount to 60 percent of 
the total aid package, the U.S. Government would very probably have had to pro- 
vide additional assistance to Spain. 


INDUS BASIN PROPOSED MULTILATERAL ASSISTANCE TO INDIA AND PAKISTAN 


Under the auspices of the International Bank for Reconstruction and Devel- 
opment (IBRD), substantial progress has been made to obtain agreement between 
India and Pakistan over the use of the waters of the Indus River Basin. Lack 
of such an agreement has been the souree of misunderstanding between the two 
eountries. It is anticipated that an agreement on a plan for the division of the 
use of the water will be reached in the near future. In order to share the waters 
equitably, on a basis which would be adequate to both parties, substantial public 
works are required. These works will make possible greater additional irrigation 
and hydroelectric development in the two countries. It would also make an 
important contribution to soil reclamation and drainage in Pakistan and pro- 
vide a measure of flood protection in both countries. 

It is estimated that the total cost of the system of works to achieve these 
results would be of the order of the equivalent of $1 billion, partly in foreign 
exchange and partly in loeal currencies. 

The plan drawn up by the IBRD is an example of international cooperative 
help toward the fulfillment of a major pregram of economic development in the 
less-developed areas of the world. Several countries have given assurance of 
their readiness to participate in the cost of the plan, over and above the amounts 
to be contributed by India and Pakistan and by the Bank itself. The U.S. 
participation in this financial assistance plan is subject to congressional 
concurrence. 


The participation of each of the Governments would be as follows: 


Foreign exchange 
In grants: 
A£6, 964, 286 
Can$22, 100, 000 


i A AS I eRe A BES ES ae a ale te ths ae DM126, 000, 000 
New Zealand 


Jnited Kingdom 


NR NO cis ite ded odie a hadihinces ising aesivtindhenieteei bud tenia jac $177, 000, 000 
EF Ie I RR IN NS a SER $108, 000, 000 


Local currency 
United States (rupee equivalent) 


The IBRD proposes to participate with loans to India and Pakistan of $103 
million. 


MULTILATERAL ASSISTANCE TO INDIA 


In mid-1958 it became apparent that India was in a foreign exchange crisis. 
Sterling reserves had declined from $1,567 million in March 1956 to $457 million 
by the end of June 1958. Import restrictions had been applied but it was real- 
ized that a continuation of the foreign exchange loss would mean even more 
drastic cuts in both general and developmental imports unless additional external 
assistance could be obtained immediately. 

The International Bank for Reconstruction and Development (IBRD), in July 
1958 concluded that there was “little room to maneuver, and unless additional 
foreign aid is quickly forthcoming it will be very difficult to avoid a choice be 
tween (@) imposing severe cuts on imports of industrial materials, (0) leaving 
resources tied up in uncompleted projects and (c) deferring some of the pay- 
ments due for imports.” 

Representatives of the United Kingdom, Germany, Canada, Japan, and the 
United States met on August 25, 1958, under the auspices of the IBRD with a 
view toward concerted action to help India. These countries and the IBRD 
agreed to provide $350 million in assistance, subject to the confirmation of their 
respective Governments. The distribution of this multilateral effort was as 
follows: 
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Another meeting of the interested countries was held in March 1959 and the 
Indian internal and external situation was again reviewed. No formal commit- 
ments were requested at this meeting although countries undertook to facilitate 
and augment their assistance to India. 





MULTILATERAL ASSISTANCE TO TURKEY 
















In April 1958, the Turkish Government, concerned with a continuing internal 
inflationary situation and urgent balance-of-payments difficulties, presented the 
outline of a domestic stabilization program to the European Payments Union 
(EPU) within the Organization of European Beonomic Cooperation (OEEC). 
This was followed by a visit to Turkey of an OEEC mission in June. This 
mission concluded that, despite remarkable progress made in developing the 
country’s infrastructure and preduction capacity, the effects of the persistent 
inflation on prices and production, and on the balance of payments threatened 
to upset the whole economy and jeopardize any further progress. In order to 
enable the Turkish Government to apply necessary internal and external eco- 
nomic and financial measures, in August, the member countries of the OEEC 
agreed to provide financial assistance to Turkey and made arrangements to settle 
outstanding commercial debts with European and U.S. creditors over a 12-year 
period. The United States and the International Monetary Fund (IMF) also 
agreed to participate in this program of joint action. 

The assistance included in the August 3, 1958, stabilization program for Turkey 
was as follows: 










{In millions of dollars] 
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Mr. Bentiry. With your permission, I have a few country ques- 
tions I would like to get to at this time. They are in this book, Mr. 
Dillon, this report on section 503(c). I head like to ask you first 
of all about this matter of Berlin on page 97. 

Security deletion. ] 

r. Saunp. In the few years I have been here, I have observed 
that we have been giving close to a billion dollars every year, about 
25 percent of the total mutual security program moneys to three coun- 
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tries in the Far East: Korea, Vietnam, and Formosa, with a total 
population of 50 million people; 50 million people have been receiving 
a billion dollars a year. 

Can you see in the near future, the next 3, 4, or 5 years, any hope 
of reduction in those expenditures for maintaining what we want 
to do in those countries ? 

Mr. Ditton. Yes, sir. We have reduced economic assistance to 
those three countries quite substantially over the last 2 or 3 years. 
[Security deletion. ] 

Mr. Curtis. I refer to the amendment to which you referred a few 
moments ago in answer to one of my questions, an amendment to 
section 202 of Public Law 480 of 1954, which I commend very highly. 

I want to ask this question: Does that section contemplate that 
mutual security dollars will have to be paid to the Commodity Credit 
Corporation for these surplus agricultural commodities which we will 
distribute ? 

Mr. Ditton. I don’t think so. Not in the mutual security program ; 
no. 
Mr. Curtis. In most of the aspects of distribution of surplus com- 
modities under Public Law 480, dollars are paid to CCC? 

Mr. Ditton. Not mutual security. 

Mr. Curtis. Where will those dollars come from if we are to dis- 
tribute this food rather than selling it for local currency ? 

Mr. Ditton. From the Public Law 480 appropriation or rather, 
it may be a CCC authorization that is put up by the Congress every 

ear 
. Mr. Cortis. That is the point. It will not involve any payment 
of mutual security funds? 

Mr. Dion. No. 

Mr. Curtis. Or any other dollars? 

Mr. Ditton. Not actual payment of dollars. The CCC is reim- 
bursed for funds that they have already paid out when they paid the 
dollars to our farmers. 

Mr. Curtis. I do not think that is the case when we make sales 
under Public Law 480 to countries which pay for it in local cur- 
rency. We also give CCC good American dollars at the same time 
through a great many channels; isn’t that true? 

Mr. Ditton. That is correct. 

Mr. Saunp. In that case, that money will be charged to the Depart- 
ment. of Agriculture expense; is that correct ? 

Mr. Curtis said the CCC has to be given dollars from someplace. 
Will it be charged to the mutual security 

Mr. Ditton. No. 

Mr. Saunp. The Department of Agriculture? 

Mr. Dizon. I am not an expert, but it will be charged—— 

Chairman Morean. Mr. Fulton. 

Mr. Foxton. The problem comes up whether the language that the 
administration is submitting of waiving the emergency distribution 
requirement on grants of food and items of that kind is broad enough 
for the purposes which Mr. Curtis, Mr. Bowles, and I have in mind. 

Can you work under that provision, broadly, to set up programs 
for these people? Obviously the recipients we have in mind have 
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little or no money and obviously, therefore, distribution to such peo- 
ple cannot have any real impact on the local ——. That situa- 
tion would exist not only in India and the Near East but Latin 
America. 

Mr. Dut0n. We certainly will make a good start. Whether it will 
be enough to fully carry it out, I don’t know. With what you have 
in mind, you have to work with the recipient government. 

Mr. Furron. Of course through proper channels, but with proper 
credit. 

Another problem that I think the Chairman and Mrs. Bolton and I 
are interested in, and that is this extreme disaster m Morocco, with 
first notices of 5,000 people killed and hundreds of thousands hurt 
and tremendous property destruction because of the earthquake. 

Is there any plan of the administration to use emergency funds for 
quick relief ad to Morocco, and if so, what is the timing of it? 

Mr. Dixon. I returned last night from Puerto Rico and the first 
thing I was told when I got back was that Mr, Merchant, Acting Sec- 
retary of State, in my absence had approved the allocation of, I think, 
$250,000 for immediate emergency aid there. 

Mrs. Borron. Didn’t Mr. Yost personally take $10,000 to the Mo- 
roccan Government ? 

Mr. Ditton. That is a procedure that we have had in effect for 
some time, to permit expenditures up to $10,000 upon receipt of an 
Ambassador’s report on needs for emergency disaster relief. 

Mr. Futon. Isn’t part of that the evacuation of U.S. personnel ; so 
all is not going to Moroccan nationals ? 

What kind of publicity are you giving to it? 

Mrs. Bouton. I read it in the paper. 

Mr. Futon. How many of the committee has heard of it? Evi- 
dently only two. The question next, Is that amount of $250,000, plus 
the $10,000, enough in this size disaster that we didn’t think originally 
was so big a catastrophe ? 

Mr. Bett. We don’t know yet, really. We have given what Mr. 
Yost said he needed. If he says he needs more, we will get at it. 

Mr. Dit1on. I think there will be a need for longer term funds. 

Mr. Futon. Might I make a comment on psychology: That if an 
angel hands you some food you are certainly surprised and gratified 
and you thank heaven. But if you are walking along the seashore 
and pick up a fish it is you that found it, because there is no particu- 
lar source of it and you don’t thank anybody. 

Probably, to me, with Eisenhower going around and making these 
public statements that go worldwide, maybe we should get a dif- 
ferent antenna. There are probably very fine people doing it, but 
let’s have the top angels maybe hand it down, 

Mr. Ditton. y think you are right. We don’t get enough publicity. 

Chairman Morean. The committee stands adjourned until 2:30 
this afternoon. 

Thank you, Mr. Dillon. 

(Whereupon, at 1:05 p.m., the committee was adjourned, to be 
reconvened at 2 :30 p.m., the same day.) 
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AFTERNOON SESSION tr 
Ww 

The committee reconvened at 2:30 p.m., the Honorable Thomas E, ha 
Morgan (chairman) presiding. of 

Chairman Morean. The committee will come to order. pl 

We meet this afternoon on the Mutual Security Act of 1960. 

Our witness is the Honorable Francis O. Wilcox, Assistant Secre- ge 
tary of State for International Organization Affairs. ar 

r. Wilcox has a statement. co 
You may proceed, sir. Ja 
19 

STATEMENT OF HON. FRANCIS 0. WILCOX, ASSISTANT SECRETARY in 
OF STATE FOR INTERNATIONAL ORGANIZATION AFFAIRS . 

I 

Mr. Witcox. Mr. Chairman, I am grateful for this privilege of at 
appearing before you this afternoon. This is the sixth time I think 
that I have appeared before you to support our request for certain G 
items in connection with our United Nations’ activities. 

I wonder how you would like me to proceed. My statement is a w 
rather long one. There are five or six items included. If you wish, p 
T can summarize each of the items. of 

Chairman Morean. Dr. Wilcox, with your permission we can insert cc 
the full statement and you go ahead and summarize. es 

(The prepared statement of Mr. Wilcox is as follows:) ce 

Mr. Wicox. I am appearing before you today to present the ad- Ss 
ministration’s request for five items in the mutual security bill: Au- of 
thorizations for our contributions to the U.N. expanded technical as- m 
sistance program and Special Fund; the U.N. Children’s Fund and the S 
U.N. Emergency Force; and proposals for amendments to other acts , 
which would remove the dollar ceilings on the amounts authorized to 
be appropriated annually for our contributions to the Food and Agri- 
culture Organization and the South Pacific Commission. 

‘ 
U.N. Expanpvep Trounicat Assistance Program AnD Spectat Funp . 

The authorization of $33 million, from fiscal year 1961 funds is re- o 
quested to cover the U.S. contribution to the U.N. expanded technical , 
assistance program and the U.N. Special Fund for calendar year 1961. : 

I firmly believe that both these programs deserve our soaksnuing S 
strong support. As you know, the basic foreign policy objectives o = 
the United States include: (a) assistance to the economic develop- . 
ment of less-developed countries through sharing our technical know- ; 
how; and (6) strengthening the United Nations as an instrumentalit bs 
for world peace. In our view, these two programs help accomplis , 
both these objectives. " 

The United States—and that term certainly includes the Congress— t 
has supported the concept of technical assistance as an instrument of 3 
foreign policy for a good many years. In fact we pioneered in this 4 
field, and I think the record shows that our confidence has not been 
misplaced. Let us take a brief look at the two programs being con- F 
sidered here. R 

THE PROGRAMS 






The U.N. expanded technical assistance program is now 10 years old. 
During that time it has amply demonstrated its ability to provide tech- 
nical assistance for the economic development of underdeveloped coun- 
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tries in an effective and economical manner. Some 8,000 experts have 
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worked in the less-developed countries and over 14,000 fellowships 
have been awarded to nationals of these countries. The entire concept 
of the program is to help these countries help themselves to greater 
production and higher levels of living. 

The program is carefully coordinated among nine international or- 
ganizations and with our own bilateral programs. It provides assist- 
ance and experts in the fields of agriculture, public health, education, 
community development, industrial production, public administration, 
jabor productivity, and civil aviation. The program approved for 
1960 will involve assistance to 104 countries and territories and will 
include the provision of about 1,600 experts and some 2,000 fellow- 
ships for training abroad. It is financed by voluntary contributions 
from some 80 governments to a central fund which has been operating 
at a level of about $30 million annually. 

The Special Fund is a direct result of a U.S. initiative at the 12th 
General Assembly in 1957. It began operations in January 1959. 

The Special Fund like the expanded technical assistance program 
undertakes technical assistance projects basic to further economic 
pro in the restrsne ma we areas. These projects differ from those 
of the expanded technical assistance program in providing greater 
concentration in depth on surveys, research, and training projects nec- 
essary for economic development. The Fund is not an international 
capital development fund, but rather finances preinvestment projects. 
ei of water, mineral, soil, and power resources and the setting u 
of technological training centers are typical projects the Fund wi 
make possible. A combined goal of $100 million has been set for the 
Special Fund and the expanded program. 


VALUE OF PROGRAMS TO UNITED STATES 








I said earlier that these programs are very much in the foreign 
policy interests of the United States. Let fenies more specific. 

(1) The expanded technical assistance program is materially con- 
tributing to the political stability of the new nations and the under- 
developed areas generally by advancing their economic development. 

(2) The United States has found multilateral assistance to be an ad- 
vantageous complement to our own bilateral programs. Sharing costs 
with 80 other countries is much more economical than bearing the 
entire burden alone. 

(3) Utilization of the growing U.N. pool of manpower and train- 
ing resources helps s up economic development—which is our 
basic goal. Moreover, our own supply of experts is quite inadequate to 
meet all the needs of the underdeveloped areas. 

(4) The programs appeal to the newer nations because they are in- 
ternational in character. Many of these countries are sensitive to ac- 
cepting aid on a bilateral basis from a single great power. In addi- 
tion, international experts sometimes are more acceptable in fields 
which may be sensitive domestically. 

(5) The United States is generally recognized as the principal con- 
tributor to both ETAP and the Special Fund. This has served 
through the years as a visible and impressive sign of U.S. leadership 
and integrity of purpose. 
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UNITED STATES 


Now just a word about our contribution. It is 20 gs that the 
U.S. delegation to the pledging conference—which will be held during 
the 15th General Assembly—be authorized to offer $40 million for the 
two programs for calendar year 1961, provided that the total U.S. 
contributions do not exceed 40 percent of the total contributions by all 
governments. 

Last year, the U.S. delegate, Hon. James G. Fulton, of Pennsyl- 
vania, pledged $40 million for calendar year 1960, also subject to the 
40-percent limitation. Weestimate that total contributions from other 
governments will require us to make a contribution of about $30 mil- 
lion out of the $40 million pledged. 

For calendar year 1961, in fulfillment of the pledge here proposed, 
we estimate that our contribution will be about $33 million. This is 
an increase of $3 million over 1960. It is based on our expectation that 
other governments will continue to increase somewhat the amounts 
of their pledges. Therefore, the appropriation of $33 million is re- 
ce one for this purpose for fiscal year 1961. Should additional funds 
above $33 million be required to match contributions from other gov- 
ernments, such funds would be secured from other mutual security 
program funds. 

CONCLUSION 


In view of the U.S. initiative in the establishment of the special 
fund and of our leadership in supporting ETAP throughout the 
years, I consider it essential that we be in a position to indicate our 
willingness to contribute to these two programs as I have outlined. 

The Department of State therefore urges your favorable considera- 
tion of this request which, we are convinced, is clearly in the national 
interests of the United States. 


Unrrep Nations CHImpREN’s Funp 


The administration is requesting $12 million to contribute to the 
1961 calendar year program of the United Nations Children’s Fund 
(UNICEF). This is the same amount that was authorized and ap- 
propriated for 1960. 

UNICEF was established by the United Nations General As- 
sembly in 1946 to meet emergency needs of children in Europe follow- 
ing World War II. Since 1950 it has been assisting health, nutrition, 
and welfare programs in underdeveloped areas throughout the world. 
In 1959 more than 55 million children and mothers benefited from 
the principal health and nutrition programs assisted by UNICEF. 
Other millions benefited from services provided at maternal and child 
welfare centers equipped with UNICEF help. 


CONTRIBUTIONS TO UNICEF 


Governments contribute to UNICEF on a voluntary basis and 
their contributions have been increasing at an encouraging rate from 
year to year. In 1954 contributions of $13.6 million were made by 
60 governments. In 1959 there were 87 contributing governments 
whose contributions and pledges totaled $22 million. 
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The United States played a large role in establishing UNICEF and 
has always supported it generously. However, as contributions from 
other governments have increased, we have decreased the percentage 
of our contribution. In 1952 the U.S. contribution was 72 percent of 
total government contributions. This percentage has been gradually 
decreased over the years and our pledge of $12 million for the 1960 
UNICEF program has been made at a rate of 48 percent. I feel that 
this has been a very favorable development as it indicates increasingly 
broad support for the work of UNICEF. 

AsI sidieated during my testimony on behalf of the 1960 program 
there is evidence that future contributions to UNICEF may not con- 
tinue to increase at the same rate as they have heretofore. I stated 
then that we would evaluate developments in this connection carefully 
during 1960 since it might be necessary for us to call a temporary halt 
to the annual reduction in the percentage of our contributions, or let 
the total amount for UNICEF decline. It is too early to know how 
much other governments will contribute to UNICEF in 1960 and 
1961. I do know that UNICEF is making vigorous efforts to stimu- 
late added contributions and the percentage limitation on the U.S. 
contribution has proved helpful in encouraging these efforts. It re- 
mains our hope that we may be able to make some further adjustment 
downward in our percentage contribution to UNICEF next year if 
that can be done without harm to the program. 

As you know, governments assisted by UNICEF make their own 
local contributions to UNICEF-assisted programs. Thus, in 1959, 
assisted governments made commitments of over $70 million in the 
form of services of local personnel, transportation, and locally avail- 
able supplies, equipment, and facilities. This represents about $2.50 
for each dollar allocated by UNICEF during the year and indicates 
the high degree of importance which these governments attach to the 
UNICEF program. 


COORDINATION WITH OTHER U.N. PROGRAMS 


UNICEF has a close working relationship with the World Health 
Organization (WHO), the* Food and Agriculture Organization 
(FAO), and the United Nations Bureau of Social Affairs. Only when 
one of these organizations has given technical approval to proposed 
programs are they presented to the UNICEF Executive Board for 
consideration. These organizations provide the technical knowled 
requested by assisted governments in planning and carrying out their 
programs. UNICEF provides material assistance such as: Basic 
medical equipment, insecticides, vaccines, antibiotics, powdered milk, 
and equipment for local dairies and food processing industries. 


ASSISTANCE PROVIDED BY UNICEF 


I wish to emphasize the point that UNICEF helps governments to 
develop and expand their own programs which they will later be able 
to carry on without external assistance. While there are 104 countries 
and territories in which UNICEF is currently assisting one or more 
projects, there are 22 previously assisted countries that are now 
continuing projects without U NICEF aid. 
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I know that members of this committee appreciate the importance 
of this program and the good that it accomplishes. There are about 1 
billion children in the world and three-quarters of them live in eco- 
nomically underdeveloped areas where the income per person averages 
less than $100 a year. Many of these children—unless they receive 
help—face very short lives crowded with sickness and hunger. Un- 
fortunately, the previous fatalistic attitudes in some of these countries 
toward poverty and disease are being supplanted by new hopes and 
efforts. This, along with an inereasing international conscience and 
awareness of the importance of sharing skills and materials, means 
that more people will be enabled to enjoy lives of health, productivity, 
and happiness. UNICEF is playing a significant role in this develop- 
ment, one which I sincerely feel warrants our continued leadership and 
generous support. 


Unrtep Natrons EMERGENCY Force 


You are familiar with the role of the United Nations Emergency 
Foree, commonly called UNEF. I appear before you today to pre- 
sent.a request for the authorization of mutual security funds to enable 
the United States to make a voluntary contribution to the support of 
this Force for calendar year 1960. 

This Force is unique im history. It is a truly international force, 
drawn from seven member-states of the United Nations. Its national 
contingents represent none of the “great powers,” and they come from 
every quarter of the globe. It is responsible to the General Assembly 
of the United Nations, which established it in November 1956 by a 
resolution passed without a dissenting voice. 


ORIGINS OF THE FORCE 


We all recall those precarious days of the Suez crisis in 1956, when 
world peace seemed to hang: in the balanee; 

The United Nations was remarkably successful in obtaining a cease- 
fire. In order to assure the speedy withdrawal of foreign troops, and 
to enforce a scrupulous observance of the armistice agreement: between 
Israel and Egypt, the United Nations Emergency Force was created. 

Tt originally consisted of about 6,000: officers and men contributed 

by 10 nations: Norway, Sweden, Denmark, Canada, Colombia, Brazil, 
inland, Yugoslavia, India, and Indonesia. 
Three countries—Colombia, Fimland, and Indonesia—have with- 
drawn, leaving-a foree of approximately 5,000 officers and men: You 
will notice, however, that every region of the world is still) repre- 
sented in this Dmergency Force. I might add that the three govern- 
ments which withdrew their troops did so primarily for financial 
reasons. 

The United Nations Emergency Force is one of the great achieve- 
ments of the United Nations. It demonstrated the organization’s 
ability to move swiftly and effectively in the face of an immediate: 
and ominous crisis, whose potentialities for disaster were all too evi- 
dent. UWNEF was a realistic and imaginative mse to a critical 
situation. I think that is why even the Soviets did not raise serious 
objections to its establishment. 
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So much for the origins of this Force. Where is it now, what does 
it do, what has it accomplished, and what is the U.S. interest in it? 
Let me speak briefly to each of these points. 


TASK AND ACCOMPLISHMENTS OF THE FORCE 


Units of the Force are now stationed in the so-called Gaza strip, 
along about 140 miles of Egyptian-Israeli border, and at the mouth 
of the Gulf of Aqaba. These areas are patrolled by the Force around 
the clock—by foot, jeep and helicopter—to prevent or to investigate 
incidents in this region. Before November 1956, such incidents were 
a daily occurrence, and there was constant danger of a renewal of hos- 
tilities because of raids and counterraids. 

In very large measure, the peace and relative order that this dis- 
puted and troubled region has enjoyed since November 1956 are due 
to the presence of UNEF. During its period of operation, the danger 
of hostilities has been appreciably reduced. I cite the fact that dur- 
ing its entire period of operation, there has been only one serious 
incident. This took place in July 1957,.when a raiding party at- 
ee to cross the border illegally—and was intercepted by a UNEF 
patrol. 

The interest of the United States in UNEF is a very direet one. 
In helping preserve peace and stability in this critical region, UNEF 
has supported U.S. interests and objectives. 

Assistance from the United States—beyond the funds obtained by 
es on all U.N. members—is essential to keep the Force in 

ing. 

FINANCING THE FORCE 


Let, me briefly review the anna UNEF to date. 
Total costs for UNEF during its first year (1957) were $30 million; 
during 1958 they were $25 million; during 1959, $19 million. For 
calendar year 1960 a sum of $20 million has been authorized by the 
General —s 
-UNEF is a collective onsibility of all U.N. members, who are 
assessed for its —— on the percentage scale of assessments to the 
regular U.N. budget. Despite the general decrease in the costs of 
UNEF, the sums involved represent a large additional burden to an 
organization whose —— annual budget is about $60 million. To 
the smaller members this additional burden is particularly onerous. 
Moreover, the importance of maintaining this Force, many thousands 
of miles from their own borders, is not always as compelling to small 
member states of the U.N. as it must be to us who are especially con- 
cerned with the preservation of peace in this area. It must also be 
borne in mind that the countries furnishing troops have incurred 
heavy costs, some of which are not reimbursable. 
In the light of these facts, of U.S. interest in maintaini 
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ful UNEF, and in maintaining or in the area, we have in the 
EF beyond our regular as- 
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The 14th General Assembly adopted a resolution designed to lessen 
the burden on those least able to pay and thus broaden support for 
UNEF. The resolution calls for the application of the voluntary 
contributions of the United States and United Kingdom—a total of 
about $314 million—to reduce by 50 percent the contributions of as 
many governments as possible, commencing with those governments 
assessed at the minimum percentage of 0.04 percent and then includ- 
ing in order, those governments assessed at the next highest percent- 
ages until the total amount of voluntary contributions Ses been fully 
applied. 

CONCLUSION 


I assure you, gentlemen, that much hard, earnest thought is being 
given to ways and means of reducing the costs of UNEF. I might go 
a step further and say that we do not regard UNEF as a continuing 
responsibility. But unless and until peace is more secure in this area, 
we must, in our own interest, assure its continued presence there. 

The Secretary General, on the military advice of Lieutenant Gen- 
eral Burns, until recently the Commander of the Force, has said in 
unequivocal terms that it.is absolutely essential to maintain the Force 
at its present level if stability in the area is to be preserved. The 
United Nations, with the exception of the Soviet bloc, unanimously 
accepted the considered judgment of Mr. Hammarskjold and his 
military commander in this matter. If the Force is to be maintained 
at its present level, additional assistance from the United States is 
essential. 

In line with its previous policy, the United States, at the 14th 
General Assembly of the United Nations, offered a voluntary con- 
tribution of $3.2 million to UNEF, subject to the appropriation of 
funds by Congress. This amount, when added to the U.S. assess- 
ment of $6,497,064, would mean that our total contribution to UNEF 
for calendar year 1960 would be $9,697,064. It would mean that 
U.S. support of the authorized UNEF expenses of $20 million would 
be at a level of about 48 percent. 

Mr. Chairman, and members of the committee, I urge your favor- 
able consideration of this request, which I firmly believe is in the in- 
terests of the United States and of international peace and security. 


Foop AND AGRICULTURE ORGANIZATION CrrmInG LEGISLATION 


Section 603 of the draft bill before you would remove the dollar 
ceiling on the U.S. Government’s assessed contribution to the annual 
budget of the Food and Agriculture Organization (FAO). 

At the present time, the U.S. Government’s contribution to the 
Food and Agriculture Organization is limited by statute to $3 mil- 
lion per annum. (Public Law 174, 79th Cong., as amended.) 

As you know, the FAO operates on a biennial budget. For 1960 
and 1961 the FAO budget approved by the FAO General Conference 
in November 1959 brings the U.S. Government contribution within 
$790 of the present dollar limitation. Therefore the anticipated 
mandatory increases for the FAO budget, for 1962 and 1963 even 
without any increase in the program will bring the assessed contri- 
bution of the U.S. Government in excess of the present limitation. 
Unless the limitation is removed this would cause the U.S. Govern- 
ment to become delinquent in its contributions to the Organization. 
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Failure of the U.S. Government to pay its assessed contributions to 
in international organization raises questions about the intent and 
good will of the United States and gives rise to undesirable reactions 
on the part of other member governments. Friendly governments 
feel that the United States is not seriously supporting the Organiza- 
tion and its purposes. Unfriendly governments point out that the 
United States appears to have little interest in the problems of un- 
derdeveloped countries. 

The dollar ceiling on the U.S. contributions imposes rigidity on 
the U.S. Government’s negotiating position. Any reduction in ex- 
penditure that is recommended by the U.S. delegation, no matter how 
justified, comes to be regarded as an effort to meet the ceiling limita- 
tion rather than as an effort to economize. 

Inasmuch as the FAO conference meets only once every 2 years 
the question of the size of the FAO budget will not again formally 
arise until the next conference which is scheduled for November 1961. 
The preparation of the budget presentation for that conference, how- 
ever, is already underway and for this reason it would be desirable 
if the Director General of FAO can be advised as soon as possible 
whether or not the United States will be able to support the required 
increases in his next budget presentation. 

The U.S. Government has played an important role in the FAO 
and this Organization will be playing an increasingly larger part in 
aiding underdeveloped countries, particularly the newly independent 
states. Although these multilateral programs of FAO are small in 
comparison with similar bilateral programs carried out by the U.S. 
Government in underdeveloped countries, I should like to stress the 
fact that the FAO program is important to these underdeveloped 
countries and even has certain advantages over the bilateral ones. 

The existing ceiling on U.S. contributions to the FAO restricts 
ee in that Organization which both the Department of 
State and the Department of Agriculture, which has primary sub- 
stantive responsibility for FAO, believe we should maintain. The 
executive branch shares fully the desire of the Congress to insure that 
all international organizations in which we participate operate eco- 
nomically and that the United States not be required to pay an undue 
share of the cost of these organizations. As the committee is aware, 
the U.S. delegations at international meetings have always insisted 
on economy and sound financial practices. Nevertheless, in so im- 
ae a field as the development of agricultural production in un- 

erdeveloped countries, a logical and systematic expansion in the 
ae of the Food and Agriculture Organization cannot be re- 

arded as inconsistent with the practice of economy. While there 
as been an increased level of expenditure in FAO, these have not 
been rapid or great. On the contrary, most of the increases have been 
carefully weighed in advance and reflect a natural and desirable 
growth of programs and accomplishments that have proved to be 
sound and productive. 

I, therefore, hope that this committee will give favorable considera- 
tion to this request for removal of the dollar ceiling on the amount 
authorized to be appropriated annually for our contribution to the 


FAO. 
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Sovuru Pactric Commission CEILING LEGISLATION 


Finally, section 604 of the draft bill would delete the statutory 
ceiling on the U.S. annual contribution to the South Pacific Commis- 
sion. This ceiling today is $75,000. I would like to give you in the 
next few minutes something of the history and work of this Commis- 
sion and the reasons for the request. 


PURPOSE OF THE COMMISSION 


The South Pacific Commission is an international organization 
established in 1948 by the Governments of Australia, France, the 
Netherlands, New Zealand, the United Kingdom and the United 
States. Its secretariat consists of 62 technical, administrative and 
clerical employees and is located at Noumea, New Caledonia. 

The purpose of the South Pacific Commission is to promote the 
health, economic development, and social progress of the inhabitants 
of the 17 dependent: territories in the South Pacific region, among 
which are American Samoa, Guam, and the Trust Territory of the 
Pacific Islands. 

Let me remind you briefly of some of the problems which have con- 
cerned the Commission. In recent years, the Commission has com- 
pleted a much needed and comprehensive survey of the problems and 
necessary steps involved in achieving a desirable level of health 
education in the region. Health education programs have been drawn 
up for eight of the territories. Refresher courses have been con- 
ducted for health teachers. 

Similarly, the Commission has made basic surveys of filariasis and 
elephantiasis, two debilitating diseases prevalent in the Polynesian 
territories and appropriate control programs have been devised and 
are now in operation in four areas. Attention is also being devoted 
to the control and to the possible elimination of tuberculosis. 

The South Pacific Commission contributes considerably to the 
development of a more abundant and more diversified food supply in 
the region. Recently, its efforts have been focused on achieving 
a better utilization of marine and inland water resources through the 
introduction and exchange of edible fish species. Islanders are also 
being trained to used modern equipment and fishing techniques. 

In addition, the Commission has been continuing its very useful 
program of plant collection and introduction. Two hundred and fifty 
species and varieties of plants having economic value have been dis- 
tributed to territories through a Commission-sponsored plant and 
quarantine station. Not only do these new plants increase and diver- 
sify the food supply but they also provide more export crops which 
earn foreign exchange needed to develop the region further. The 
Commission is continuing its urgent work on the problem of con- 
trolling the coconut rhinoceros beetle which is a serious menace to 
the region’s most important crop. 

The efforts of the South Pacific Commission to further the social 
progress of the region are centered on increasing the literacy and 
fundamental knowledge of the islanders and in making reading ma- 
terials more readily available and in greater quantity. For example, 
the Commission’s South Pacific Literature Bureau produces numerous 
useful books and visual aids to education. It also administers a film 
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and filmstrip service and provides mobile libraries which have proven 
very useful. 

Finally, the South Pacific Commission disseminates valuable in- 
formation of health, economic, and social significance throughout the 
region. In addition to many technical reports, it publishes the 
Quarterly Bulletin and the South Pacific News monthly. Its infor- 
mation service answered over 3,000 requests for information on spe- 
cial subjects during the past 2 years. 


BUDGETARY NEEDS 


The South Pacific Commission has demonstrated it is capable of 
contributing to the solution of major problems in the region. The 
Department of State believes the needs of the region for continued 
and intensified action with respect to problems like those referred to 
above, require that the Commission’s budget, which amounted to some 
$560,000 for calendar year 1960, be increased somewhat. Moreover, 
there are indications that other participating governments likewise 
believe that the Commission’s budget should be increased to permit it 
to intensify its activities. 

However, the budget of the South Pacific Commission cannot be 
appreciably increased without resulting in assessments on participat- 
ing governments which would push our contribution beyond the pres- 
ent statutory limitation of $75,000 which has existed since 1950. If 
enacted into law, the amendment which I am supporting would enable 
the United States to support well-planned increases in the Commis- 
sion’s budget for the next several years and at the same time to bear 
its share of the apportioned expenses, which in the past has amounted 
to 12.5 percent of the total. 

At relatively small additional cost, it would be possible to strengthen 
the Commission’s modest but important programs which directly 
affect the lives of Pacific Island peoples for whose welfare and progress 
the participating governments in the South Pacific Commission are 
responsible. Moreover, the willingness of the United States to in- 
crease its financial support of the Commission would constitute further 
evidence of our continuing concern for the welfare and aspirations of 
dependent peoples. 

(Mr. Wilcox’s oral statement is as follows:) 

Mr. Wucox. There are in the request before you five items. The 
U.N. expanded technical assistance program, the United Nations 
Children’s Fund and the United Nations Emergency Force and pro- 
posals for amendments to other acts which would remove the dollar 
ceilings on the amounts to be appropriated annually for our contribu- 
tions to the Food and Agriculture Organization, and the South Pa- 
cific Commission. 

With your permission, I would like to turn first to the United Na- 
tions expanded technical assistance program and the Special Fund. 

We are asking this year for an authorization of $33 million to cover 
our contribution to the expanded technical assistance program and 
the U.N. Special Fund for 1961. These two programs, I think, are 
very beneficial from the point of view of the United States and our 
foreign policy. They help considerably in the economic development 
of the underdeveloped countries. They contribute to our policy of 
strengthening the programs of the United: Nations. 
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The Congress has passed on this program of technical assistance on 
a number of occasions. Indeed, I think your committee took the lead 
in developing the philosophy back of the technical assistance program. 
I shall not therefore bother you with the details. 

Suffice it to say, the program for 1960 involves assistance to some 
104 countries and territories and will include the provision of about 
1,600 experts and some 2,000 fellowships for training abroad. 

So far as the Special Fund is concerned, that is an outgrowth, as 
you know, of the expanded technical assistance program. It is only 
now getting underway. Two years ago, you recall, the committee 
authorized us to go ahead and contribute up to $40 million of the 
total of $100 million which we hoped could be secured from various 
members of the United Nations. 

We have not gotten that much for the two programs. But we are 
moving toward that goal, and the authorization, and appropriation 
which we are asking for this year would enable us to move at least 
$3 million nearer that goal. 

I think the Special Fund is going to prove a very valuable adjunct 
to the technical assistance activity of the United Nations. 

I don’t believe I need to elaborate upon the importance of these 
programs to the United States and to our policy. I think they do 
contribute substantially to the economic stability of the underdevel- 
oped areas. They are an advantageous complement to our own bilat- 
eral programs, because when we share costs with 80 other countries, 
obviously it is more economical to do it in that way. 

Moreover, the U.N. pool of trained manpower is very helpful and 
is essential to'the economic development of the underdeveloped areas. 
We »re already short of trained manpower and we do have to look 
to other countries for help in this respect. 

Moreover, these programs are international in character. Many 
countries like to turn to multilateral sources rather than bilateral 
sources for aid of this kind. 

Finally, we have contributed to these programs eee the years, 
especially the technical assistance program. I think they are very 
visible signs of our leadership in the United Nations. 

Last year we pledged $40 million for 1960, subject to the 40-percent 
limitation which you have asked us to abide by. 

For this next year, we are suggesting that we pledge $40 million 
but. we estimate that our contribution will be about $33 million, since 
it is made on a matching basis. So that we are asking for an increase 
of about $3 million for this next year, which will take care of the 
additional contributions which will come from other countries. 

If I may turn briefly to the United Nations Children’s Fund—— 

Mr. Merrow. May I ask a question, or do you want to finish this? 

Chairman Morcan. Perhaps we better finish this. 

Mr. Wiicox. We are asking $12 million to contribute to this pro- 
gram, the same amount that we contributed last year. During the 
course of this last yest, some 55 million children and mothers bene- 
fited from the health and nutrition programs that UNICEF spon- 
sored or participated in. 

It is encouraging to me to see that gradually in both of these pro- 
grams the number of states contributing has been growing. It indi- 
cates that the programs are quite popular in character for more and 
more countries are supporting them in one way or another. 
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In this fund, as you know, we have come down from 72 percent of 
the total contribution to a contribution this year of 48 percent. 

We are asking to be allowed to contribute at the same level in 1961. 
We are watching this program carefully because while we have come 
down from 72 to 48 percent, we don’t want to move too drastically so 
as to dislocate the program or do it harm. 

We do not think we have up to this point. Indeed, I think the fact 
that we have reduced our own percentage contribution has stimulated 
the United Nations Children’s Fund staff and the other countries to 
search harder for other contributions. 

I think it has been very helpful up to this point, but we do not want 
to move in such a way to harm the program. 

I have seen, Mr. Chairman, a number of examples of Children’s 
Fund work as I have gone about various parts of the world. I have 
been constantly heartened by the fact that the work is economically 
done, maybe with one or two experts in a large maternity hospital, 
for example, where they are teaching midwifery. A great deal of 
good can be done with a very small amount of money. 

We have to keep in mind, too, there are a billion children in the 
world, three-quarters of them living in the underdeveloped areas 
where the incomes run $100 per capita per year and less, 

Mrs. Borron. How many? 

Mr. Wircox. $100. 

Mrs. Bourton. How many billion? 

Mr. Wizcox. About a billion children in the world, a little over that. 
In some countries that I visited recently in Africa, the per capita 
income would run perhaps as low as $30 to $40 a year. The need is 
very, very obvious. 

The third program that I wish to present briefly is the United Na- 
tions Emergency Force. Here, also, you are familiar with the nature 
of this program and the importance of it to our foreign policy. 

You recall the precarious days of the Suez crisis in 1956 when world 
peace really hung in the balance. The United Nations was remark- 
ably successful in obtaining a cease-fire, the withdrawal of foreign 
ae and an observance of the armistice agreement between Israel 
and Egypt. 

This] Force originally consisted of 6,000 men and officers contrib- 
uted by 10 nations; 3 countries have withdrawn—Finland, Colombia, 
and Indonesia. But it is still made up of the forces of 7 countries 
with a total force of about 5,300 officers and men. 

It is, I think, a great achievement for the United Nations, and as 
far as our own policy is concerned the amount of money that we have 
spent here probably is as well spent as a aera sum of money 
that this Government has ever spent in its history. 

I realize that is a very broad statement. I feel it very strongly, 
because it has been quite effective in helping to maintain stability 
and tranquillity in the Middle East at a time when the situation could 
be very difficult indeed. 

The fact that you don’t hear very much about the work of the 
United Nations Emergency Force, the fact that the border occur- 
rences that used to take place don’t take place any longer, I think is 
an indication of the success of this particular enterprise. 
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The cost of the Force will run about $20 million this next year. It 
started off at a cost of $30 million. It has gradually been reduced; 
for 1959 the cost was $19 million, and for 1960 it is $20 million. 

We have had, frankly, some difficulty in securing the widespread 
support that we would like to secure for this venture. Some coun- 
tries do not have hard currencies which they can contribute. Some 
of them are a long way away from the Middle East, and they wonder 
i they should ir called upon to support a force of this kind. 

ut the fact remains it is of great importance to the United States 
and our foreign policy, and we feel the amount of money we have 
spent is certainly very well spent. 

What we propose to do this year is to follow the terms of the Gen- 
eral Assembly resolution of last fall. The resolution calls for the 
application of the voluntary contributions of the United States and 

nited Kingdom which is a total of about $314 million to reduce by 
50 percent the contributions of as many governments as possible, be- 
ginning with those governments assessed at the minimum percentage 
of 0.04 percent, and then including in order those governments as- 
sessed at the next highest percentages until the total amount of vol- 
untary contributions has been fully applied. 

That sounds, Mr. Chairman, like a rather complicated formula, 
and it is. But the purpose of it is to make sure that all members of 
the United Nations eitles a contribution toward the United Nations 
Emergency Force. 

We can do that by putting this amount on the regular assessed 
scale and then taking the voluntary contributions of the United 
States and United Kingdom, prorating that so as to relieve the coun- 
tries least capable of paying, taking 50 percent of their assessed con- 
tribution into account by the voluntary contributions we make, 
thereby reducing the contributions of the smaller and poorer 
countries. 

There are two matters that I would like to call to your attention, 
Mr. Chairman, dealing with ceiling legislation which limits our con- 
tribution to two rather important international organizations, the 
Food and Agriculture Organisation and the South Pacific 
Commission. 

Section 603 of the bill before you would remove the dollar ceiling 
on our contribution to the annual budget of the Food and Agriculture 
Organization. At the present time, as you know, we are limited in 
the amount that we can contribute to that organization, We are 
limited by statute to a total of $3 million annually. 

The FAO operates on a biennial budget. They will not meet 
again until November 1961. Their budget for this next year is 
settled. So we have no problem there. But when they meet again, 
I think it will be essential for them to increase somewhat the total— 
the budget of that organization. If they do that, it may well be 
that the United States will be in default somewhat, because if the 
budget is increased even in the slightest amount we will not be able 
to make our full contribution under the assessment schedule of the 
FAO. 

T needn’t call to your attention, I think, the importance of the Food 
and Agriculture Organization. It has done an effective job over the 
years. It deserves our full support. I am strongly convinced that it 
would be in our national interest to remove the ceiling so that 
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there would not be this limitation upon our contribution to the 
Organization. 

I think the Department of Agriculture is fully in agreement with 
me on this point. I may say in that connection I stopped in Rome 
on my way to Africa recently, and I conferred there with the Acting 
Director General of the Food and Agriculture Organization and his 
deputies. They went over with me the needs throughout the world 
and showed in many ways how the Food and Agriculture Organiza- 
tion was not able to meet those needs. They had to reject many, many 
requests for legitimate assistance. 

I then went on to Africa and I visited in West Africa the regional 
office of the Food and Agriculture Organization which had “jurisdic- 
tion,” if I can use that word in quotes, over French West Africa, all 
those territories in that area, clear on over to the Congo. I asked 
how many people he had on his staff to take care of this tremendous 
area where food and agriculture are so important. 

He said he had one person, and he was that person. He had asked 
for assistance. He had asked headquarters for a program for 1961, 
because as new states emerge into independence they will expect the 
United Nations to be of help to them. 

I cite this only as one example to show that the Food and Agricul- 
ture Organization has been very conservative, it has operated on a 
tight budget, and I would hope very much, Mr, Chairman, we could 
remove this ceiling which has been somewhat instrumental in keeping 
down the budget of this Organization. 

Finally, one additional item. The draft bill would delete the statu- 
tory ceiling on our contribution to the South Pacific Commission. 
That ceiling today is $75,000. The budget of the organization for the 
last 5 years has hovered around the $560,000 mark. If that budget is 
increased a few dollars, it will mean that the United States will be 
over the legal limit within which it can make its contribution. 

I submit that the South Pacific Commission is a very modest organ- 
ization, doing a very modest piece of job. It is helpful in encourag- 
ing better fishing methods, better knowledge about fishing and about 
— life. For instance, in our Pacific territories they have intro- 

uced some 250 different types of ee that can be experimented 
with and will be helpful to the people in their agriculture. 

This organization is located in Noumea. It has a secretariat of only 
62 people, which I think gives some notion of the modest kind of pro- 
gram it is doing. It is concerned with the health, economic develop- 
ment, and the social progress of the inhabitants of the 17 dependent 
territories in the South Pacific area, including American Samoa, 
Guam, and the U.N. trust territories of the Marianas, the Carolinas, 
and the Marshall Islands, which are under the trusteeship of the 
United States. 

They have been doing a good deal of work in connection with sev- 
eral debilitating diseases in the area, and they have been helping te 
develop a more diversified food supply in the region. 

I submit, Mr. Chairman, that in view of increasing prices and 
normal salary increases, it is essential that this organization raise, 
somewhat, its budget. 

I would not like to see the United States fall behind because of this 
statutory limitation. We contribute only 1214 percent of the budget 
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of the organization, which is one of the smallest percentage contribu- 
tions we make to any international organization. 

_I would hope very much you would see fit to met our statutory 
dilemma in connection with our responsibilities in the South Pacific 
Commission, 

Thank you very much. 

Chairman Morean. Thank you, Dr. Wilcox. You know, for a good 
many years, this committee has been striving to set a percentage figure 
for most international organizations. Anything over 3314 percent 
we are inclined to regard as high. The Children’s Fund—you say our 
percentage figure would be about 48 percent for the next fiscal year? 

Mr. Wixcox. Yes. You recall the Congress has agreed with us on 
this. We have maintained a distinction between the regular United 
Nations budget and certain of the operating programs where we have 
been able to contribute a larger percentage. 

The Children’s Fund is one of these operating programs, and we 
have contributed in the last few years on a declining scale until we 
have come down to 48 percent for 1960. I do not think it would be 
desirable for us to contemplate, there, any further reduction at this 
point. So far as the South Pacific Commission is concerned, there 
are six countries that are members of that organization. 

Since we did not have very many territories in the area, since some 
of the other countries have larger territories and larger responsibili- 
ties, when the South Pacific Commission was created, we were asked 
to contribute a relatively small amount of 121% percent. 

Chairman Morean. Dr. Wilcox, under sections 303 and 604, you 
are asking, under this new legislation, for us to remove both the statu- 
tory limitations on appropriations that we have for the Food and 
Agriculture Organization and the South Pacific Commission ? 

Mr. Wircox. Yes, sir. 

Chairman Morean. The Food and Agriculture Organization has 
what now, a statutory limitation of $3 million? 

Mr. Wicox. Yes, sir. 

Chairman Morcan. What would be the proposed budget for the 
Food and Agriculture Organization for the fiscal year 1961? 

Mr. Wircox. The Director General, I think, would have to wait to 
see whether he would have to operate within our statutory limitations. 

Chairman Morcan. Are we behind in our contributions now ? 

Mr. Witcox. No, sir. The Conference meets in the fall of 1961. 

The Director General, however, is preparing now the budget which 
he will submit then. That is the reason we would hope Congress 
would take care of it this year. The Director General should know 
sometime this year whether he is allowed a little elasticity in his plan- 
ning. My own rycen, Mo and it isa very strong feeling, that the needs 
are so great and the Food and Agriculture Organization has been so 
modest in its growth over the years, that it would be too bad if we did 
not give him a little elbow room to work on in connection with the 
budget. 

Chairman Morean. Dr. Wilcox, I have had the opportunity on two 
occasions to be the congressional adviser to WHO. I found that by 
having a statutory limitation on our contributions to international 
organizations, it really helps to hold down the budget planned by an 
international organization. By removing this $3 million statutory 
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limitation to the Food and Agriculture Organization would we not 
encourage them to enlarge their budget ? 

Mr. Witcox. No, sir. I think we can anticipate that the budget will 
be a rather conservative one. As I say, in connection with the African 
countries, they will certainly expect and indeed I think, as members of 
the United Nations, they would be entitled to certain assistance of a 
technical character. I think the budget and the personnel now avail- 
able to the FAO is so very limited that they would have to increase 
somewhat their resources in order to meet these growing needs. 

Chairman Morgan. Dr. Wilcox, getting back to the United Na- 
tions’ expanded technical assistance program, you say it is now 10 
years old? 

Mr. Wicox. Yes, sir. 

Chairman Morean. We pledged how much money last year? 
Thirty million ? 

Mr. Witcox. Last year we pledged $40 million with the idea that 
$30 million would probably adequate in view of the amounts 
other countries would probably contribute, because we contribute on 
a matching basis at a 40-percent rate. 

Chairman Morcan. What would be the reason this year for the $3 
million increase ? 

Mr. Wicox. It is due to the gradual growth of the Special Fund. 
As I pointed out a moment ago, it was started just 2 years ago. We 
stated then in the General Assembly that we could move gradually 
toward a $100 million ceiling for these two programs, with the United 
States contributing up to 40 percent. We think the $3 million is a very 
conservative estimate of our share of the growth that will take place 
next year. 

Mr. Hoffman has been doing some very good work in getting other 
countries to contribute. It might be possible that it would go above 
that. That is why we asked for a $40 million authorization with the 
expectation that we would not need more than $33 million. And if we 
did—— 

Chairman Morean. It might go above the $100 million figure. 

Mr. Wicox. No, but above the $33 million, that is, above the 
amount that would require more than $33 million from us. 

Chairman Morean. What other members of the U.N. are large 
contributors to the Fund? 

Mr. Witcox. The United Kingdom has contributed substantially 
over the years. The U.N. had a good increase from them this year 
in connection with both of these programs. The Netherlands has 
contributed a substantial amount—almost $4 million for the two pro- 
grams. Norway, for its size, has contributed a fairly large amount. 
Canada has contributed a fairly large amount. The Federal Republic 
of Germany, which is not a member of the United Nations, has con- 
tributed an increasing 

a ae Morean. Have the pledges reached anywhere near $100 
million ? 

Mr. Wricox. It will run something over $70 million. They are 
falling short. We did not expect them to reach $100 million in 2 years. 
Dr. Judd was there at the United Nations when this program was 
launched. I think he will agree, Mr. Chairman, that the expectation 
was that perhaps in 4 or 5 years we might move up toward this $100 
million estimate. 
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Chairman Morean. What is our percentage contribution to the 
United Nations Emergency Force? 

Mr. Wicox. Last year our contribution ran about 45 percent. This 
year with this new arrangement, it would run somewhat larger—in 
the neighborhood of 48 percent. 

This is the best solution that we could devise under the circum- 
stances that existed in New York with a number of countries reluctant 
to contribute anything and others reluctant to contribute the full 
amount which the regular assessment would have called for. So, we 
worked out with some of our friends this somewhat complicated 
formula which allows the weaker and the poorer countries to have their 
contributions reduced somewhat because of the voluntary contribution 
which we and the United Kingdom have made. 

Chairman Morean. Our voluntary contribution exceeds our regu- 
lar contributions by how much? 

Mr. Witcox. A total of $3.2 million, I think is our voluntary con- 
tribution. 

Chairman Morcan. You say there have been five countries who have 
brought home their forces 

Mr. Wucox. Three. 

Chairman Morgan. Will there be any reduction in our contribution 
as a result of the reduction in force? 

Mr. Wixcox. The number of men has not been substantially re- 
duced. It remains at about 5,300. Some of the other countries en- 
larged slightly their force contributions. The Secretary General ex- 
amined the question very carefully and came to the conclusion it 
would not be prudent to reduce the size of the Emergency Force. 

a Here are the contributions of the 10 countries to the Emergency 
orce. 

(The following table was submitted for the record :) 
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Eee its original composition the Indonesian, Finnish, and Colombian contingents have been 
withdrawn. 


Chairman Morean. Who sets the salaries for the soldiers who are 
members of this Force? Are they paid at a wage scale of his own 
country or does the U.N. have a schedule of pay ? 

Mr. Wixcox. The salaries remain those paid by the individual gov- 
ernments for the soldiers in their armies. But there is a small al- 
lowance of, I think, 86 cents a day that the United Nations gives to 
people serving in the Force while they are on duty there. 
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Chairman Morean. Mrs. Bolton. 

Mrs. Bouton. Thank you, Mr. Chairman. 

Let us stay on the United Nations Force for a minute. I think 
anyone who has not been there both before and after the Force has 
no consciousness at all of the difference it has made in the area. I had 
been out before and was there again after they were installed. The 
change was dramatic. There was peace. People could walk out at 
night. They were not worried. They were not in fear all the time. 
The result was that the schools could stay open better. The children 
were safer. The women were much safer and the whole atmosphere 
of the place had changed very materially. For myself, I am exceed- 


ingly enthusiastic about that Force. I did not get down to the Gulf 
of Aqaba. 


Mr. Wicox. It is more peaceful there. 

Mrs. Boiron. May I say this, moving on to UNICEF and the chil- 
dren, after all we boil everything down and get down to basic ma- 
terial, the children of the world are all that will give us any future 
in the world. It seems to me we cannot be niggardly at any point 
when we consider the welfare, well-being, and the assistance that we 
give to those organizations that provide for children and the as- 
sistance that we give to the organizations that are really doing things 
for them. 

I have been making inquiries about the $12 million that are proposed 
here. I find that in various areas milk is scarce, that the money for 
milk could well be increased. 

Could it not be made $13 million instead of $12 million? They are 
not asking for more than $12 million. I think that is unfortunate. 
On the other hand, perhaps it is not. Perhaps it is better to ask for 
what you think you are going to get instead of asking for what you 
hope for because it will produce infinitely more. 

t throw that out for the consideration of the committee, Mr. 
Chairman. 

What happens when a new state comes into the U.N.—when an 
emerging state comes into the U.N. and they gain their independence ? 
Do they turn to the U.N.? Do they do so intelligently ? rat does 
the U.N. do? What isthe first move that is made? 

Mr. Wiicox. It will be interesting to see what happens in connec- 
tion with Africa because the United Nations has such a small amount 
of money that they have to spend it very carefully. 

As most nations emerge into independence and come into the United 
Nations, they rather turn to that Organization for help. They look 
to it for support. They do not want to lean too heavily upon the 
metropole, the former mother country. It is rather natural that they 
would turn to the only world Organization that they know for some 
kind of support and guidance and assistance. 

My expectation is that the new countries of Africa necessarily turn 
to the United Nations for help. That Organization has not been 
giving them very much technical aid up to this point. 

Mrs. Borron. Has anything gone to Ghana? 

Mr. Wizcox. There is a program in Ghana now. 

I have here the amount of money which has been used by the United 
Nations technical assistance program in Africa; Ghana will receive 
$304,000 for this present year. 
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Mrs. Bouron. Is that largely in health centers ? 

Mr. Wucox. Some in health, food, and agriculture—— 

Mrs. Bouron. It is for their well- being ? 

Mr. Witcox. Yes, a good many of these countries are not listed for 
any technical assistance at all. 

Mrs. Bouron. May we have that for introduction into the record ? 

Chairman Morean. Without objection it will be put in the record. 

(The document is as follows:) 


United Nations expanded program of technical assistance—Project costs, Africa, 
calendar years 1950-60 


Approved 
Calendar Calendar program, 
years 1950-58 | year 1959 naa! year 


North of the Sahara: 


Algeria ; $8, 014 


Libya 
Morocco 
Sudan 


East Africa: 


Ethiopia 
Somaliland (British) 


GSamralia (Temlan) «wos cece Secesenke 
edits cearaecnaronadthvetvitesasnndebee 


South of the Sahara: 


Basutoland 
Bechuanaland. - 


5, 001, 966 
367, 353 
944, 967 
618, 276 


6, 940, 576 


$4, 000 
677, 558 
303, 602 
381, 141 


1, 687, 937 


$4, 018 
639, 976 
306, 701 
398, 310 








2, 512, 122 
21, 510 
419, 271 


2, 952, 903 


37, 260 
36, 481 


428, 000 
22, 720 
118, 700 


569, 420 


Belgian Territories in Africa 

British East Africa 

Cameroons -- - 

Chad, Republic of 

Congo, Republic of- ---- 

Dahomey, Republic of ; 

French Equatorial MOR... 6s hia bere ah. . ES aaa... 
ee ee ee ee ae 

Gabon, Republic of 

Gambia.......____. 


, 986 
500 
85, 580 
43, 642 
020 
500 
500 


Malagasy Republic 

Mauritius 

Niger, Republic of 

Nigeria, Federation of --- - 

Portuguese Territories in Africa.................--- ae 

Reunion Island_ 

Rhodesia and Nyasaland, Federation of 

Saint Helena ‘ : 

PINE, TROEDES C8... oie nw 5 cde ttdeR Rance g mete nwk Ace dea wes 
Seychelles ‘ 27, 056 


Spanish Guinea--_-- 

Sudanese Republic 

Swaziland -_ _- 

Tanganyika (British) 

Togoland, Republic of 

Uganda_---__- 

Voltaic I ie tLe orceceall i sasnie opal aie acaiilaa meet seine ‘ 
é 72, 457 

Regional 670, 448 


Total, south of Sahara-_-- 4, 924, 160 1, 613, 961 


Total, Africa 14,817,639 | 3,871,318 | 4,041, 391 








cron 
= et bet 
on 
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Chairman Morean. Mr. O'Hara. 
Mr. O'Hara. Mr. Wilcox, you have made a very fine presentation. 
I am sure that the committee is sympathetic to your general objectives. 

For the benefit of the newer members of the committee, of course 
this is known to all the older members, but the newer members may 
be interested in a note put before me. Dr. Wilcox was the Boyd Craw- 
ford of the Senate Committee on Foreign Relations for 10 years or 
more. I thought our newer members, ‘Dr. Wilcox, ought to know 
that. 

Mr. Witcox. Thank you. I had the pleasure in that capacity of 
working closely with your staff and members of your committee on 
a great many conferences between the Senate and House, that other 
body over there, and I enjoyed it very much, indeed. It is always a 
privilege to come back before this committee to testify. 

Mr. O’Hara. I know you are well liked on this committee by the 
members of the committee and staff personnel. As a matter of fact, 
it was Dr. Bullock who put this note before me. I have no questions, 
Doctor, because I am not as familiar with the subject matter as many 
of my colleagues. 

Chairman Morean. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. It is always good to have 
you before us. You have made an excellent presentation. 

I have just one or two questions in reference to the expanded tech- 
nical assistance program and the Special Fund. How much is being 
expended by the Special Fund this year? There is $70 million for the 
two funds you mentioned a while ago. 

Mr. Wicox. The technical assistance program will run about $33 
million, some increase over last year antl the Special Fund will run 
perhaps a little more than $37 million. 

Mr. Merrow. About the same, then. 

Mr. Wricox. The Special Fund will be running slightly ahead of 
the technical assistance program but I am encouraged to note that 
the interest in the Special Fund has not detracted at all from the 
interest in the technical assistance program. It has been increasing 
somewhat also. 

Mr. Merrow. We are 40 percent on each of those, are we not? 

Mr. Witcox. Yes, sir. 

Mr. Merrow. In the expanded technical assistance program, vari- 
ous sums are allocated to the various agencies of the United Nations, 
are they not? 

Mr. Witcox. Yes, sir. 

Mr. Merrow. There is an area where the money is used as an as- 
sistance program outside of the special agencies? 

Mr. Witcox. The technical] assistance group in New York? 

Mr. Merrow. Yes. 

Mr. Wucox. There is certain work in the technical assistance which 
the U.N. itself handles, work particularly with respect to industrial 
development because none of the specialized agencies are charged with 
responsibilities in that area. So there is a small staff in New York 
that works on that problem. 

Mr. Merrow. That is the only area where funds are allocated out- 
side of allocating them to the specialized agencies. 
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Mr. Witcox. That is correct. The technical assistance money is 
spent largely through the specialized agencies. 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Morgan. Mr. Murphy ? 

Mr. Mureny. I would like to ask one question. On the United 
Nations expanded program of technical assistance, in 1958 there was 
not any appropriation for Guinea. But in 1959 $4,280, and I note for 
1960 it was $131,809. What do they propose for 1961 ? 

Mr. Witcox. That program has not been formulated as yet for 
1961. They operate on a calendar year basis. That program will 
not be formulated until sometime this year and then will be con- 
sidered this fall, at the time of the pledging conference in New York— 
probably in October or November. 

Mr. Murruy. Do you believe that the $131,809 will be exceeded 
in fiscal year 1960? 

Mr. Witcox. My assumption is that the amount will probably be 
at least the same because usually these projects cannot be completed 
in 1 year, and my expectation would be that they would go alon 
at about the same level, at least for another year or two. I woul 
not know for sure because I am not certain what Guinea has requested. 

Mr. Murreuy. My reason for asking this question, is that in 1958 
there was not any appropriation, I am concerned about the commu- 
nistie influence in Guinea. I want to know what is being done to offset 
this influence. 

Mr. Wicox. Guinea did not receive its independence, of course, 
until 1958. Our own bilateral program includes some $1 million for 
technical cooperation for fiscal year 1961. I know that the Soviet 
Union has a rather extensive program in Guinea. What the United 
Nations program will be, I would not be able to tell you at this stage. 
But it is something that certainly bears watching. 

Mr. Murruy. I can see now that in 1958 Guinea was under French 
control. 

Mr. Wircox. Yes. 

I am reminded that there is a project under the Special Fund 
which has been approved for Guinea for a general development sur- 
vey for 1960 which would run about $400,000. My assumption is 
that they will make an analysis of the industrial capabilities and 
needs of the area and then come up with some recommendations as 
to what could be done in the way of industrial development that 
would be helpful to the country. 

Mr. Moreuy. Thank you, sir. 

Chairman Morean. Mr. Fulton. 

Mr. Fuuron. I want to say to the Assistant Secretary, we are very 
glad to have you here. It is a very fine experience to work under 
your leadership and direction at the United Nations, as one of the 
US. delegation, which I did last year. 

It is such a good experience that I would say to the chairman that 
I think this committee ought to recommend to the State Department 
that in the off years when the two Senators are sent as delegates that 
there be alternate delegates in either body so that we have two mem- 
bers a year going up, either as delegates or alternates. 

Chairman Morean. Can you imagine Senators serving as alternates 
when it is the House’s turn ? 

Mr. Futon. It is the other body not the upper body. 
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Mrs. Botton. It would be fun to find out. 

Mr. Fuuron. It is quite an experience. As the Secretary knows, 
I said I wanted to go to the United Nations and “do” rather than 
“observe,” to do and learn by doing. I must say it is different to 
sit on this committee and ask why the State Department does not 
do certain things, and then get up to the United Nations and find 
the ramifications which fall out lke bricks falling on bricks when 
the Nation does something. There are many results a delegate does 
not expect. 

Mr. Wixcox. I should say that various members of this committee 
have performed in that capacity with a great deal of ability. You 
have contributed a great deal to the delegation. I had not been in 
New York very often during the course of the Assembly but I was 
told that Mr. Fulton made a very valuable contribution to the dele- 
gation and particularly in connection with the very friendly attitude 
which he demonstrated to members of the other delegations. May I 
have this off the record ? 

Chairman Morean. Off the record. 

(Discussion off the record. ) : 

Mr. Futron. There had been a statement that was prepared show- 
ing the decrease in incidents occurring since the establishment of 
UNEF. If we could have that in the record at this point, please. 

Chairman Morean. Can you furnish that for the record ? 

(The information requested, is as follows :) 

Before UNEF took the field, raids and counterraids in the area were literally 


a daily occurrence in the area. Such incidents posed a constant threat of the 
violent renewal of hostilities. 


After November 1956, the time UNEF began operations, these incidents 
stopped. During the entire time UNEF has been active, there has been only one 
serious incident in its area of operations. This took place in July 1957, when 
a large raiding party attempted to cross the border. It was stopped and turned 
back by a UNEF patrol. 

Mr. Futon. A remarkable thing about it on the Fifth Committee 
was that, if there were a U.N. policy for UNEF, the Russian delegate 
agreed that the Force as established was about the correct size and 
that it should not be reduced, but, of course, stated they were against 
the basic UNEF policy. They felt the Force was acting well and was 
eesti the peace but they were officially against the UNEF 

olicy. 

F The judgment on the amount you have asked for has been cor- 
roborated by the other side. 

Mr. Wricox. Mr. Fulton, as our delegate on the Fifth Committee, 
handled this problem and worked out these very complicated negotia- 
tions with the members of the committee. I think it was really a very 
effective piece of work. It made certain, for one thing, that all mem- 
bers of the United Nations made some contribution to this Force. The 
formula was a very ingenious one and the work done in negotiating 
it was very effectively done. 

Mr. Fuuron. I see three of my advisers here and I want to thank 
them publicly, too. They did a good job. At least one thing with 
these advisers, we, on the delegation, could disagree with them and 
strongly stand up and argue it out which we did often on the delega- 
tion. do think the U.S. delegation has served well and that the 
State Department, as well as the Chief Delegate, Mr. Lodge, are to be 
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complimented on the accomplishments in this particular session of 
the United Nations, the 14th session just ending in December. 

Thank you. I have no more questions. 

Mrs. Bouron. While we are on that, Mr. Chairman, may I intrude 
to say that I think every member of this committee should serve on 
the U.N. delegation. One can learn more in a day than one can 
elsewhere. You find out where the United States is in the world. 
I was there when there were 60 nations. And being 1 of 60 is pretty 
small but when you get up to being 1 of 82, as it is today, it is 
another problem altogether. I think it is one of the salutary things 
that we, as Americans, need to experience, not just know. 

Mr. Fuurton. I certainly believe that is right. 

Mr. Zablocki recommended that observers be appointed on an ad 
hoc basis from time to time at the United Nations headquarters or 
else to the various agencies so that the members of the committees 
will have the opportunity to go and to see and participate in the 
meetings that are held before the decisions are made. You could take 
that under advisement, too. 

Mr. Witcox. Thank you, Mr. Fulton. I may say I would be de- 
lighted if any of the members of this committee, at any time during 
the next Assembly session, would like to come to New York for a 
period of days to observe, to take part in our delegation meetin 
and see how things develop there. You would find it a very useful 


— 
hairman Morean. Mr. Meyer. 

Mr. Meyer. Dr. Wilcox, I personally believe that this work that 
you have outlined is the most important and valuable part of the 
mutual security program. 

It has appeared to me that you have had to come before us more 
or less avdoaivaliey and ask for this amount of money when I myself 
would have welcomed the fact that you could come before use and 
ask for three times as much money. 

Before proposing my question to you, I would like for the members 
of the committee to see a little graph I made while sitting here. If 
this sheet of paper would represent the entire defense expenditures 
of the country and if this one line here would represent the entire 
mutual security program, that is this area of it up here, that the 
money that you are requesting is represented by this tiny narrow bar 
here, and this little black speck is the amount of money you are 
recommending for the United Nations Emergency Force. 

It seems to me ridiculous and almost disgraceful that we are spend- 
ing only this much money for these programs when I believe we 
could achieve so much more if we would only have the vision to 
do more. 

My question would be: Why is it that you have to come before 
us almost apologetically asking for this small amount of money for 
these purposes when others can come before us with no apologies 
for so much more money ? 

Mr. Wixcox. I appreciate very much your comments. I may say 
that if I have appeared to be spohipetin 1 certainly don’t mean to be 


I feel, as you have expressed much more ably than I, that this is the 
most helpful money we spend from our mutual aid program. If I 
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had my way about it, we would take more from some of our bilateral 
programs and divert it to our multilateral programs. bene 

I think we can get more in the way of benefits, in goodwill, in the 
way of economic, technical advice and assistance, we can get more 
that way partly because the other countries make their contribution 
too, and build up the amount of money available. But you know in a 
government such as ours there are many forces at play, there are 
many requests for funds, and you have to take into account the capac- 
ity of other countries to contribute. 

There is a rather automatic thermostat in the United Nations. Un- 
less we want to contribute almost all the funds, we have to take into 
account the amount that others can contribute. We could double our 
contributions to the Children’s Fund and still leave much work to 
be done. 

But we think we should approach this in a moderate way and try to 
encourage other countries to come along with us, and at the same time 
be able to come up here and give you every assurance that the money 
we ask for is being well spent. 

I am confident in my ability to make that kind of statement to you 
today. I think it is well spent. 

Mr. Meyer. I am sure it is. I am sure you can do it. I believe 
that the FAO programs and all the others could spend much more, and 
I think it would be to considerable advantage. 

I realize we want to get the other countries to contribute, too, but I 
believe we have a job to do. Here at home in the form of charity we 
don’t refuse a million dollars from a billionaire to contribute to a hos- 
pital when a workingman can only give 10 cents. 

I will support you in any way that I can to expand and extend this 
program. I believe we should have done it a long time ago. 

Mr. Wixcox. It is heartening to me, sir, to hear you speak in that 
vein. My own inclination is to move ahead while keeping in mind the 
limiting factors that I spoke of, including our own bilateral programs, 
our defense budget, the need here at home, the ability of other coun- 
tries to contribute, the absorptive capacity of the receiving countries, 
and these other factors that must be taken into account in working on 
a program of this kind. 

Mr. Meyer. And also probably the fact that there is a political situ- 
ation and people involved. I think our people are ready. Maybe in 
some sectors we are not ready to do this thing. I think we should over- 
come that reluctance. 

Chairman Morean. Mrs. Church. 

Mrs. Cuurcn. Thank you, Mr. Chairman. 

I am very glad that Mr. Meyer’s line of questioning led you to 
make that statement concerning the multilateral programs, for I have 
seen many of them in being. I have been pleased by the success of 
many of their programs. 

I would like to question, briefly, on three points. 

First, under section 502 of title V of the Mutual Security Act of 
1960, the United States has a plan of cooperation with the Colombo 
Plan for Technical Cooperation. 

I wonder if you could tell me, under the given authority to main- 
tain relationship and to appropriate from time to time as needed, how 
much money has been appropriated and to what use has it been put? 
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Mr. Wucox. I am sorry, Mrs. Church. I was not familiar with 
this particular operation. It is not a part of my responsibility in 
the Department. We do have a small amount in the contributions 
ors the request which we put before the Appropriations 

mmittee for some $6,000 to take care of certain expenditures inci- 
dental to our participation in the Colombo Plan. 

I do not know of any significant efforts to relate this to the United 
Nations programs, except when the U.N. activities take place in any 
country they do try to take into account what other agencies and 
organizations are doing. 

The need is so great and the resources so small they try to avoid 
any overlapping or duplication. 

Mrs. Cuurcu, I was trying to establish jurisdiction; and I was 
wondering why if the South Pacific Commission came within your 
range of interest there was not similar jurisdiction over our participa- 
tion in the Colombo Plan Council. 

Mr. Witcox. That is a good question. I have wondered about it 
myself sometimes. 

I think it is one of those bureaucratic accidents. Neither the South 
Pacific Commission nor the Caribbean Commission belong within the 
family of the United Nations. Most of my responsibilities are within 
that area. 

I suppose before I came to the Department they didn’t know what 
to do with them and put them in the Bureau of International Affairs. 

The Colomo Plan is under the economic part of the State Depart- 
ment. 

Mrs. Cuurcn. I noticed your request for a lifting of the ceiling of 
the South Pacific Commission. I thought you might be interested 
collaterally in knowing when we were in Australia this year and New 
Zealand, the authorities with whom we talked all indicated their 
sense of responsibility toward increasing their proportion of the load 
in the Pacific. 

I wondered whether or not there might not be some wisdom in 
investigating to see how much more they are willing to pay in what 
they begin to think more and more is their sea, s-e-a, and not s-e-e. 

Mr. Witcox. This question is a good one. We have been trying to 
get the Western European countries, as you know, to increase their 
contributions in the way of technical assistance and economic assist- 
ance to the underdeveloped areas. I think this is moving ahead with 
some success. 

The same principle, I think, would hold with respect to the South 
Pacific area. With respect to this particular Commission, however, 
I think we are in a somewhat different osition, because we contribute 
only 121% percent to the operations of this organization, which is a 
very small amount indeed, compared to the contribution which we 
make to most organizations. 

Mrs. Cuurcu. I grant that. I merely thought, Dr. Wilcox, if there 
was a willingness on the part of those nations to increase their load, 
it might be easier for them to get the money nearer to them. 

Mr. Wicox. I think that is a point to be kept in mind when we try 
to help spread the burden. We know the burden is not going to be 
decreased very much in the next few years. It will probably be in- 
creased a little. 
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L One way to spread that is to get other countries to take their share. 
1 Mrs. Cuurcu. On page 12, you point out that some of the nations 
5 participating in the United Nations expeditionary force are not being 
5 reimbursed for part of the expense. 

. Do we accept their participation in lieu of a contribution or do they 

give it in addition ? 

1 Mr. Wicox. These countries that furnish their troops furnish them 
y for nothing in the sense that they continue to pay their expenses, their 
d salaries. 

The United Nations does pay for their upkeep while they are there. 

d Mrs. Cuurcw. Would there be any point in working out a plan, on 
a mathematical basis, to take care of such expenses ? 

S Mr. Wiicox. There hasn’t been any serious complaint up to this 

ir point on the part of the contributing states. I think it is a very good 

1- thing to have all these troops furnished by the smaller countries will- 
ingly and voluntarily. They do have most of their maintenance taken 

it care of. The salaries are paid by the contributing governments. 

Mrs. CuurcH. Shouldn’t that share, the amount they pay, be cred- 
th ited to them as part of their share toward the expense of the entire 
ne Force? 
in Mr. Witcox. I am not sure I followed that. 

Mrs. Cuurcn. If there is a substantial cost to the nation that pro- 
at vides the troops, why should not the amount be considered as part of 
rs. their contribution to the expense of the Force itself? 

t- This is just simply a question of accounting. I would think that you 
could get a better distribution of load, if you did that. 

of Mr. Wucox. I think it is a good point. I have used the argument 

ed from time to time when people complain about our contribution. I 

BW said, “We don’t have to contribute to the Forces. There are other 

eir countries that are smaller than we who contribute to them.” 

ad Mrs. Cuurcu. If you included the amount paid by the other coun- 
tries who are contributing forces within the total expense, the per- 

in centage that the United States is paying would be proportionately 

nat reduced. 

Mr. Witocox. I think you are right. The principle is a good one. 
‘to Chairman Morean. Mr. Gallagher. 
eir Mr. GauiacHer. Thank you very much, Mr. Chairman. 
ist- I might point out that on Mr. Meyer’s question perhaps this is a 
ith reverse proof of Dr. Parkinson’s law that the universal efficiency is in 

inverse proportion of the funds unexpended. Here there are few 
uth funds expended but high efficiency. 
ver, I think I join him in complimenting the organization. 
ute I would like to ask, are there many areas where we have bilateral 
is a arrangements which may be overlapping with the U.N. technical 
we program ? 

Mr. Wucox. In a great many of the countries where we have bi- 
1ere lateral programs the United Nations does engage in some technical 
oad, assistance work. In those cases, however, we do make very stren- 

uous efforts to see to it that the United Nations program is care- 
try fully coordinated with our own, so that there is no duplication or 
o be overlapping. 
» in- I have looked into this in a number of countries. I have taken it 





up personally with United Nations officials. I have discussed it with 
Mr. Riddleberger and other ICA people. 
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I assure you we are doing everything we can to make sure there is 
no duplication or overlapping. 

If I may make one comment with respect to your remarks about 
efficiency, I do feel that the United Nations programs are reasonably 
efficiently handled. You have to realize, of course, that the organiza- 
tion does work under certain handicaps. You must have people from 
different countries accustomed to different administrative techniques. 

It isn’t always possible to organize something perhaps quite as effi- 
ciently and effectively and as quickly as you son ae it with perhaps 
all Americans, Britishers, or Frenchmen. There are some of these 
handicaps that you have to work with in an international organiza- 
tion. I think they have been met ina fairly effective way. 

Mr. GatiacHer. I might ask, has any thought been given or study 
been given to the question of overlapping areas where we might make 
that contribution to the U.N. assistance program? This way we 
might accomplish a great deal more by making the other nations 
aware that we are making a larger contribution where it may appear 
in the bookkeeping structure of the United Nations. 

Mr. Wiicox. Wherever we see there are possibilities of duplica- 
tion, we try to divide the work up so that we can avoid that kind of 
duplication. 

I don’t know whether it would be feasible to undertake the kind of 
bookkeeping transactions you imply in your question. But we do try 
to make sure the funds aren’t wasted and at the same time we get full 
credit for our bilateral aid, and I think for our United Nations as- 
sistance. These nations know we contribute 40 percent of the 
program. 

Mr. Gatiacner. Thank you. 

Chairman Morean. Mr. Bentley. 

Mr. Bentigy. Dr. Wilcox, your statement that you made here, I take 
it, is not. classified. 

Mr. Wiicox. No, sir. 

Mr. Bentiey. Nothing that you have said here today is of a classi- 
fied nature? 

Mr. Wiicox. No, sir. 

Mr. Bentiey. Let me review this series of questions that you have 
made and see if I have them correct. You ask an increase in the 
authorization of the United Nations technical assistance from $30 to 
$33 million, the $30 million being about 40 percent of the contribu- 
tions, that is the statutory amount, of course. 

Mr. Witcox. Yes. 

Mr. Bentiey. In the United Nations Children’s Fund, you request 
the same amount as for the present fiscal year of $12 million, 48 per- 
cent of the total budget ? 

Mr. Wicox. Yes. 

Mr. Bentiey. United Nations Emergency Force, we are assessed 
$614 million, which is about 48 percent, and you request a voluntary 
contribution or authorization for voluntary contribution of $3.2 
million ? 

Mr. Wucox. Yes, sir. 

Mr. Bentiey. You want to take the ceiling of $3 million off in our 
contribution to FAO, and the ceiling of $75,000 off for the South 
Pacific Commission, the latter being about 121% percent of the budget ¢ 

Mr. Wiicox. Yes, sir. 
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Mr. Bentiey. What percentage is the $3 million figure for FAO? 
Mr. Wicox. We contribute m ter 32.5 percent of the FAO budget. 

Mr. Bentiey. On this United Nations Emergency Force, I don’t 
know how familiar you are with these books here, but I have one in 
front of me titled “Worldwide Summary Statements.” I am looking 
at the tables on page 17, which is pretty well up to the front of the 
book. I find in very small figures down here—this table is headed 
“Mutual Security Program, Summary of Programs by Area, Country 
and Function for Fiscal Years 1959, 1960 and 1961.” 

Have you opened to page 17, sir, by any chance? 

Page 17 is one of these folded tables that you have to open 
inwardly. 

Mr. Witcox. I have it. 

Mr. Bentiey. If you will run down under the heading “Near East 
and South Africa Total,” the last item under that heading in the 
column on the left-hand side is called “U.N. Emergency Force.” Do 
you find that? 

Mr. Witcox. Yes, sir. 

Mr. Bent ey. In that, there is programed for fiscal 1960 $314 mil- 
lion and the amount contemplated for fiscal 1961 is $3,200,000, which 
apparently is economic assistance and also is listed as special assist- 
ance. 

What is this contribution? Is it included in the statement that you 
have been making about the UNEF ? 

Mr. Furron. We have a voluntary contribution, 

Chairman Morean. The voluntary contribution was from special 
assistance. 

Mr. Futrton. I don’t think you meant the $6 million contribution 
was the regular. It is the $9 million 

Mr. Wucox. That is correct. The total amount is 48 percent. 

Mr. Bent ey. This is the request for a voluntary contribution ? 

Mr. Wiicox. Yes. 

Mr. Bentiey. We have made a voluntary contribution this year 
of $31 million? 

Mr Wircox. For calendar 1959. 

Mr. Benttey. It is listed under fiscal 1960. 

Mr. Wicox. This is the overlapping that is rather confusing be- 
tween our fiscal year and the United Nations calendar year. 

Mr. Bentiey. This is the voluntary contribution. Why is it car- 
ried under special assistance, and is it economic assistance entirely,. 
and, if so, what is the nature of it? 

Mr. Witcox. This is a bookkeeping problem that I will have to 
ask some of our accounting experts to answer. 

I am told this is seahated in special assistance, which is one cate- 
gory of economic assistance. 

Actually, as you well know, it is a very highly important political 
matter. I suppose you could call it economic assistance in the sense 
that much of the money we contribute goes to the Force in the form 
of equipment and things of that sort that they get from the United 
States, and which they reimburse us for. 

Mr. Bentiey. My question, Doctor, since it is listed in this column 
under special assistance, is it included in the amount requested for 
special assistance ? 

Mr. Wixcox. It is. 
51905—60—pt. 215 
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Mr. Bentuey. It is not included in the same amount as your regular 
contribution of $614 million ? 

Mr. Wucox. No, the regular assessed contribution will be under 
our contribution to the regular United Nations budget. This extra 
amount would be our voluntary contribution. 

Mr. Bentiey. And would be included in the total which we have 
in these books ? 

Mr. Witcox. Yes. 

Mr. Bentiey. Have these three countries which withdrew their 
troops from the contingent in the Near East made any contribution 
of a financial or other nature to make up for their loss of manpower ? 

Mr. Wiicox. They withdrew their forces for economic reasons. 
They are assessed for the regular amount which they would normally 
be assessed for under the budget to contribute to these activities. 

Let. me see if they are listed here. Indonesia is assessed for $93,000 
for 1960, and had certain credits, but is assessed a net amount of 
$46,000 to the program. 

Mr. Bentiey. This is the United Nations Emergency Force? 

Mr. Wucox. Yes. This is Indonesia. Colombia is assessed 
$30,976; Finland is assessed $35,972. 

Mr. Bentiey. Those figures did not change as a result of the with- 
drawal of their troops? 

Mr. Wixcox. I will be glad to look into this further, Mr. Bentley. 
The fact is, of course, these countries made no charge for the use of 
their troops while they were in the area. When they withrew them 
therefore, I assume they received no credits nor did they make any 
compensatory. payments. But they would be put on the assessment 
roll like any other country. 

Mr. Bentiey. One more question of a somewhat more general na- 
ture. As I understand it, with respect to the organizations on whose 
behalf you are appearing this afternoon, we have a percentile ceiling 
on the United Nations technical assistance ? 

Mr. Wiicox. Yes, sir. 

Mr. Bentiey. We have a figure ceiling on the FAO and the South 
Pacific Commission ? 

Mr. Witcox. That is correct. 

Mr. Bentiey. We have no ceilings with respect to the Children’s 
Fund or the Emergency Force of any nature? 

Mr. Wucox. No, sir. 

Mr. Brentiey. The first part of the question is would there be any 
value, in your opinion, if a ceiling of either type were placed on those 
two contributions and, secondly, from your standpoint, is it easier to 
work with a percentile ceiling or a figure ceiling as we have in the last 
two categories! 

Mr. Wizcox. I would much prefer, and I think I could speak for 
the State Department generally on this point, I would much prefer, 
Mr. Bentley, not to have the limitations imposed by a ceiling. There 
is, of course, a ceiling on the FAO contribution of 3314 percent, which 
limits our contribution generally. 

Mr. Bentiey. Is that the $3 million figure ? 

Mr. Wiuzcox. No, sir. There is 3344, both the $3 million and the 
3314 percent. Moreover, the ceiling on the FAO is set by the fact that 
it is put at the same level as our contribution to the regular U.N. 
budget. 
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We contribute 32.5 percent of the regular U.N. budget. That would 
be a governing factor with the FAO. I don’t think we would need 
any legislation for that. As far as the limitation on amount is con- 
cerned, I would just say this, that we have been up here four times in 
the last 12 years to ask for adjustments in this FAO contribution. 

I really think, I don’t mean to say it is a waste of time, I think that 
it is not particularly helpful because it handicaps us very much in our 
negotiations. It is hard for us to go on the conference floor and say 
we oppose certain things for economy reasons because other countries 
will say, “They say there are economy reasons, but actually they are 
Limited. by a legislative ceiling and they know they can’t contribute 
any more, and therefore it is the Congress that is tying their hands.” 

Ve also find that it is hard for us to negotiate on program matters 
sometimes because we do have these limitations about the amount of 
money we contribute. We can’t get as far in our discussions in the 
negotiations sometimes if we are too closely restricted by budgetary 
considerations. 

Mr. Bentiey. I refer to the first part of my question, Doctor, which 
was with respect to possible ceilings on either the Children’s Fund or 
Emergency Force. I think, speaking as an individual, that of all the 
organizations that you are speaking on behalf of this afternoon, this 
Children’s Fund is perhaps in many respects the most beneficial. 

Would be there be any value, do you think, from your standpoint, 
if we put a ceiling of gn poring perhaps a matching basis, or some- 
thing akin to it that we have employed in so many of our domestic 
programs to stimulate further contributions to this one organization ; 
and, if so, do you think it would establish any incentive among any 
of these other countries? 

Mr. Wixcox. No, sir, I don’t think so. They are working as hard 
as they can to match the formula which you approve each year. 

We come up here and ask for a certain amount normally to be con- 
tributed on a matching basis. We contribute 48 percent and other 
countries contribute 52 percent. The equilibrium right now is such 
that they have a hard time getting the funds they need to match our 
contribution of $12 million at a 48 percent level. 

If you were to put any ceiling on, I would think it would be harm- 
ful to put it below the present contribution in terms of percentage 
or in terms of total amount. 

I think we are working on it very carefully to get the utmost out of 
the other governments. Of course, if it is the will of the Congress 
then you may wish to do it. My own reaction is that it wouldn’t be 
helpful to the program. 

Mr. Bentuey. There is no understanding that we contribute 48 per- 
cent of the total, is it? 

Mr. Wricox. Yes, sir. This is in the committee report. It is in 
our presentation to the Congress. It is not a part of the legislation. 

Mr. Benttey. Thank you very much. 

Chairman Morcan. We have a firm commitment that we are going 
to let Dr. Wilcox go at 4 o’clock. 

Mr. Futron. There was one point in the concept of the United 
Nations Emergency Force. This United Nations Emergency Force 
is not a military force, it is a police force to preserve peace and 
stability. 
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Secondly, its duties are largely patrol and investigative work and 
not of a military nature. The only time it has been really anything of 
a preventive police nature has been the one time that UNEF forces 
intercepted a patrol crossing a border. 

So rather than say that the designation is a mistake or that it is 
out of order putting the UNEF into a category that is not military, 
I think it is better to keep it in that frame of reference. 

Chairman Morean. Thank you, Dr. Wilcox. 

Our next witness is Mr. McCollum. 

Our witness is Mr. Robert S. McCollum, Deputy Administrator 
and Coordinator, Special Immigration Program, Bureau of Security 
and Consular Affairs, Office of Refugee and Migration Affairs, De- 
partment of State. 


STATEMENT OF ROBERT S. McCOLLUM, DEPUTY ADMINISTRATOR 
AND COORDINATOR, SPECIAL IMMIGRATION PROGRAM, BUREAU 
OF SECURITY AND CONSULAR AFFAIRS, OFFICE OF REFUGEE 
AND MIGRATION AFFAIRS, DEPARTMENT OF STATE 


Mr. McCotitum. Thank you, Mr. Chairman. 

Members of the committee, I do appreciate the opportunity to ap- 
pear again. This is my third appearance on this subject to this 
committee. 

I would like, sir, again, your advice on how you would prefer that 
I proceed. I have a 4-page principal witness statement. 

Chairman Morean. We would be glad to have you read the state- 
ment. It is very short. 

Mr. McCotium. We endeavored to make it short this year and hit 
primarily the high points of these three programs rather than go 
into great detail which are given in the formal presentation. 

Mr. Chairman, it is a pleasure for me to report today on the cur- 
rent status of refugee and migration problems of concern to the 
United States, on the normal programs conducted on behalf of refu- 
gees and migrants and on the supplementary efforts stimulated by the 
World Refugee Year established under the auspices of the United 
Nations. The three regular programs supported by U.S. Government 
appropriations are the U.S. escapee program, a_ unilateral 
effort, the United Nations High Commissioner for Refugees, and the 
Intergovernmental Committee for European Migration, an interna- 
tional organization not affiliated with the United Nations. Each pro- 
gram deals with a special but related aspect of the total problem in 
close coordination at all levels of activity with the others but with 
concerted effort to avoid overlap or duplication of effort. The total 
amount requested for appropriations for the three agencies for fiscal 
year 1961 is $15 million, $3,500,000 less than the total appropriated 


for fiscal year 1960. $3,500,000 is requested for the escapee program, 


$10 million for the Intergovernmental Committee for European 
Migration, and $1,500,000 for the United Nations High Commissioner 
for Refugees. 

The reductions in the requests for fiscal year 1961 reflect the sub- 
stantial gains achieved during the current fiscal year. Impressive as 
these gains have been, the problems of unsettled refugees remain and 
call for continuing effort in fiscal year 1961 and will remain as'long as 
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conditions of oppression continue, conditions which of themselves 
create refugees. 

The U.S. escapee program, or USEP, as this committee well 
knows, is entirely a unilateral program which was begun in 1952 
for the purpose of demonstrating continued U.S. leadership in assist- 
ing escapees from Communist or Communist-dominated countries. To 
show these seekers for freedom that the free world is concerned and 
to demonstrate this through means of care and maintenance and re- 
settlement assistance has been the prime motive of USEP. Through 
these years, over 461,765 people have received assistance. Dramatic 
cases involving high psychological and intelligence interests have 
been included with the -flow of escapees. This has produced added 
benefits for the free world. The requested appropriation of $3.5 mil- 
lion for fiscal year 1961, of which $1 million will be used in the Far 
East program, compares to $5.2 million for 1960 and $8.6 million for 
1959. This decrease is in line with the decreased caseload. It is ob- 
vious that the problem in Western Europe is now manageable and 
may be handled soon on a current basis. However, U.S. interests 
are still vital and it may be expected that U.S. unilaterial assistance 
will be required as long as human beings escape from Communist 
oppression and tyranny. 

The Intergovernmental Committee for European Migration, with a 
present membership of 29 governments, moves refugees and migrants 
out of overcrowded countries in Europe to immigration countries over- 
seas. Based on actual experience in 1959 and current experience in 
1960, it is anticipated that some 105,000 persons will be moved in 
1961, of whom 35,000 will be refugees of various categories. The re- 
quest for appropriation for contribution to ICEM is for $10 million, 
a reduction of $2 million from 1960. Approximately $920,000 will be 
for administration and the balance of just over $9 million for opera- 
tions. Every effort is constantly being made to reduce the proportion 
of the U.S. contribution to ICEM by securing larger cuuktiRibtions 
from other governments. As a result of these efforts, during a recent 
meeting in Geneva other member governments pledged almost $1 
million in increased contributions for 1960. As a result the U.S. 
special contribution was not needed for transport costs and was di- 
rected toward services designed to stimulate more qualitative migra- 
tion. 

The United Nations High Commissioner for Refugees concentrates 
his efforts on resettling in the European countries those refugees who 
cannot qualify for migration overseas, including the aged and phys- 
ically handicapped. The High Commissioner will also continue as- 
sistance to some 250,000 Algerian refugees presently in Tunisia and 
Morocco and to refugees arriving in Europe from economic and po- 
litical pressures in the Near East. Special efforts are being made 
in 1960 to close some 43 camps housing 22,000 refugees. In 1961 the 
High Commissioner will apply his resources to the rehabilitation of 
an additional 110,000 refugees living in substandard conditions in 
Austria, Germany, Italy, and Greece. Eight hundred thousand dol- 
lars is requested for appropriation for contribution to the regular 
program of the Office of the High Commissioner in 1961. In addi- 
tion, $600,000 is requested for assistance to Algerian refugees now re- 
siding in Tunisia and Morocco and $100,000 is requested to aid in 
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the resettlement of refugees of European origin who have fled from 
the United Arab Republic. The U.S. contributions to the UNHCR 
for these two programs will be predicated on a maximum of 3314 
percent of contributions received from all sources. 

The World Refugee Year was created by the United Nations Gen- 
eral Assembly through adoption on December 5, 1958, of a resolution 
submitted by the United Kingdom, cosponsored by the United States, 
and opposed by most of the Soviet-bloc nations. The World Refu- 
gee Year aims to focus increased attention upon world refugee prob- 
ems, to encourage additional financial contributions from both pub- 
lic and private sources and to encourage the provision of additional 
reestablishment opportunities for refugees. it is envisaged that the 
concerted international effort mobilized during World Refugee Year 
will enable major progress toward the solution of some of the world- 
wide refugee problems. 

Generally speaking, participating countries are developing joint 
public-private efforts through national committees working in coop- 
eration with government bodies. Sixty-nine governments have so 
far announced plans for their participation in World Refugee Year, 
and 35 of them have already developed specific programs and con- 
tributions. Some of the participating countries are carrying out 
major fund-raising campaigns—Norway, New Zealand, Germany, 
United Kingdom, among others—and some have authorized special 
immigration programs, including those for handicapped refugees as 
a contribution toward World Refugee Year—Norway, Australia, 
Canada, Belgium, Brazil, among others. 

On May 19, 1958, the President issued a proclamation establishing 
the observance of World Refugee Year in the United States and call- 
ing for joint cooperation between the U.S. Committee for Refugees, 
private welfare agencies, and the Government. The Committee is 
serving as the coordinating agency in the private field. It is develop- 
ing, in close cooperation with the voluntary agencies, a nationwite 
effort designed to increase the awareness of the American public con- 
cerning refugee problems and their significance, and to develop addi- 
tional funds for the solution of refugee problems. The Committee 
has an extensive membership of civic leaders, including representa- 
tives from business, labor, and the voluntary welfare agencies. 

In January of this year the 12 voluntary agencies, some of which 
are church related and some are not, announced that their goa] during 
this year will be an increase over their normal contributions of $15 
million. For the first time I believe we were able to persuade them to 
divulge what they give normally, and I think you will be enlightened 
in knowing that they have averaged since the Second World War 
$50 million a year for refugees. Their goal this year is $65 million 

You might be interested in knowing that as a result of a TV show 
in Los Angeles $11,000 came in. There are other examples, if you 
desire to have them. 

The administration has pledged $4 million as a U.S. Government 
contribution to World Refugee Year, and has already allocated $3.5 
million from mutual security funds. This pledge is over and above 
regular contributions for refugees and migrants through existing pro- 


grams, totaling over $40 million annually, plus Public Law 480 surplus 
foods. 
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We recently had a study made of what our contributions had been 
to refugee programs around the world in Public Law 480, and it is 
averaging $24 million annually in surplus commodities. 

The funds thus far approved have been for support of the UNHCR 
camp closure program in Europe, for his assistance to Algerian refu- 

in Tunisia and Morocco, for Greek ethnics in Greece, and for aid- 
ing ge ae) of European origin presently in China who transit Hong 
Kong. In addition, assistance has been provided to the large number 
of out-of-camp refugees in Europe and the Near East, as well as to 
Chinese refugees in Hag Kong, Macau, and Taiwan. 

Thank you, sir. 

Chairman Morgan. Thank you, Mr. McCollum. 

Mr. McCollum, do these organizations work closely together and 
coordinate their activities? 

Mr. McCotium. Yes, sir; mostly in Geneva is where the coordina- 
tion takes place. 

Chairman Morean. Does the coordination extend down to the coun- 
try level? 

Mr. McCotium. Yes, sir; they have monthly meetings of the three 
organizations in the countries where they operate so there will be no 
overlapping. 

Chairman Morean. On page 5 of your statement, the first para- 
graph, you say, “The administration has pledged $4 million as a U.S. 
Government contribution to World Refugee Year, and has already 
allocated $3.5 million from mutual security funds.” 

What part of the funds does that come from ? 

Mr. McCotium. The contingency fund. 

Chairman Morean. It came out of the contingency fund ? 

Mr. McCotium. All of that did not come out of the contingency 
fund this year. Of the amount made available in June of last year, 
$500,000 came from fiscal year 1958 special assistance, $730,000 from 
fiscal year 1959 ICEM funds, and $400,000 from fiscal year 1959 con- 
tingency funds. The balance has come from the contingency fund of 
this year. 

Chairman Morean. The total amount that you are asking for this 
year ? 

" Mr. MoCorr0m. Some from deobligated funds. 

Chairman Morean. What is the difference in what you requested 
last your and what was appropriated, and what you are asking this 
year ? 

Mr. McCotium. $314 million. 

Chairman Morean. For three programs? 

Mr. McCotium. Yes. 

Chairman Morean. You are asking less money this year because 
your caseload has decreased ? 

Mr. McCottum. Yes, sir. 

Chairman Morean. Thank you. 

Mrs. Bolton. 

Mrs. Botton. The refugee matter is one that does concern us all 
so very much. I wish we could have had 2 or 3 hours of you to really 
know something about it. I have not been in the European refugee: 
camps so that this area I don’t know at all. I do know the nearest 
ones. Certainly it is something which our modern, so-called civiliza- 
tion must work on. 
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How many refugees has the United States taken in during the 
Refugee Year? 

Mr. McCotium. The only ones this year are the residue of those 
which came under Public Law 85-316. I would have to get the exact 
figures. Under that total act, as you know, there were authorized 
18,656 visas. That was a 2-year program. That is now completed. 
We have no legislation at the present time for admission of refugees. 

Mrs. Bouron. Does it seem to you that the criticism we have re- 
ceived relative to our country, does it seem to you that such criticism 
is warranted, or do you feel we have done everything we humanly 
could ? 

Mr. McCotium. As you know, the administration has urged, and 
we particularly urged, because of the World Refugee Year, the admis- 
sion of refugees to this country. Although it is perfectly fair to say 
since the war this country has admitted generously refugees totaling 
over 750,000, the fact remains there is still a residue, as you, yourself, 
have mentioned, and we think the United States in maintaining its 
place in world leadership must receive refugees, and we hope for 
legislation this year in Congress. 

Mrs. Bouron. Have you heard any suggestions of any such legisla- 
tion ? 

Mr. McCottum. There were many bills introduced in the last ses- 
sion and there have been hearings scheduled in the Judiciary Commit- 
tee for this year. 

Chairman Morean. Mr. O’Hara. 

Mr. O’Hara. Thank you, Mr. Chairman. 

I was thinking much along the line of Mrs. Bolton. It is a sub- 
ject I would like to know more about. I appreciate the brevity of 
your statement, and you covered a lot of ground with little walking. 
You don’t tell us very much 

Mr. McCotxium. I will furnish you all the information you like, sir. 

Mr. O’Hara. I think we are all very much interested in the refugee 
problems. You are the Deputy Administrator of the Bureau of 
Security and Consular Affairs, Office of Refugee and Immigration 
A ffairs 

Mr. McCotium. No, sir. I am Deputy Administrator of the 
Bureau of Security and Consular Affairs, which is deputy to Mr. 
John Hanes, who is the Administrator. 

Mr. O’Hara. Your jurisdiction goes further than the refugee 
problem ? 

Mr. McCotium. It does now. I am also involved in such matters 
as the visa office and consular services. 

Mr. O’Hara. And the security and the consular service, that is 
your responsibility ? 

Mr. McCotium. As one of the deputies. 

Mr. O’Hara. How does that mix with the refugee problem ? 

Mr. McCotztum. When I first accepted this position 3 years ago, I 
asked that. I believe at the time the legislation for the Refugee 
Relief Act was passed by the Congress, it was specifically put in the 
Bureau of Security and Consular Affairs. Since the Refugee Relief 
Act at that time was the major refugee activity it was decided to con- 
centrate all refugee activities, except the Palestine refugee problem, 
into one office. 














MUTUAL SECURITY ACT OF 1960 415 






Whereas, at one time you recall some of the problems fell within the 
international organizations under Mr. Wilcox, and from a policy 
standpoint the United Nations programs still are, but from an opera- 
tional standpoint they were transferred to our jurisdiction. So we 
now have it in this one office, the jurisdiction for the three programs, 
and this is an outgrowth of the Refugee Relief Act designating the 
Bureau as the agency to administer that act. 

Mr. O’Hara. Is there any inconsistency in placing the refugee 
problem in association with security in the consular office ? 

Mr. McCotium. I wouldn’t say that was an overriding considera- 
tion, although in all our refugee programs under USEP and ICEM 
there must be a security clearance before any U.S. funds are spent on 
the resettlement of a person under those programs. We have our own 
security organization to screen refu and escapees before we spend 
U.S. funds. If they are found ineligible they are dropped from the 
caseload because of security reasons. 

Mr. O’Hara. The question has been asked me occasionally, is the 
refugee that comes to the United States under continuous suspicion 
on the grounds of security ? 

Mr. McCotitum. Refugees who come to the United States on im- 
migration visas have a much more difficult security screening before 
receiving a visa than a normal migrant. Once he receives the visa as 
an immigrant by the Department of State, there is the doublecheck 
system, since he is again screened by the Immigration Service. Once 
he arrives in this country he is under the jurisdiction of the Immigra- 
tion Service. He is not eligible to apply for citizenship for 5 years, 
and during that period if he steps out of line in any way on security 
grounds he is subject to deportation. 

Mr. O’Hara. If I remember correctly, some months ago, possibly 
a year or so ago, there was some publicity based upon grievances that 
refugees who had been admitted to this country were sent back with- 
out open hearings, full hearings. Has that matter been attended to? 

Mr. McCotium. Do you want me to explain that? 

Mr. O’Hara. Yes. 

Mr. McCottum. After the Hungarian revolution, the United States 
paroled into this country some 33,000 Hungarians. They were not 
issued visas but granted parole. Under the parole procedures, and 
under the Immigration and Naturalization Act, if a person came in 
under fraud or violated security he was subject to automatic deporta- 
tion because at that time they did not have any access to the courts 
since they were not legally admitted aliens. 

In the last session of the Congress a bill was passed to regularize 
all those Hungarian parolees; since that time, as I think appears in 
General Swing’s report of this year, through his offices around the 
country they have now become legally admitted aliens. Those people, 
therefore, if in the future anything should happen, would have access 
to the courts as legally admitted aliens. 

Mr. O’Hara. I read at the time about it, and I have seen nothing 
recently in the newspapers. I am thankful to you for reminding me 
of the legislation we enacted and which for the moment had slipped 
my mind. 

I might say, Mr. Chairman, I have in my office a very fine congres- 
sional secretary, and she is the daughter of Hungarian re 
They are fine people, and she is a fine girl. 
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Chairman Morean. Mr. Bentley. 

Mr. Bentiey. Mr. McCollum, the request for $314 million for the 
U.S. escapee program is under section 405(d) of the act; is it not? 

Mr. McCotium. Yes, sir. 

_ Brentiery. And what is the reference between that and section 
451% 

Mr. McCotium. I think I know the answer; however, may I supply 
this information, sir? I would rather not make an inappropriate 
answer. 

(The information is as follows:) 


The U.S. escapee program was initially authorized and funded by Presidential 
determination under the authority of the Kersten amendment, then contained 
in section 101(a) (1) of the Mutual Security Act of 1951. 

In the Mutual Security Act of 1954, the Kersten amendment was included 
in section 401, and in 1958 it was shifted to section 451. 

In 1955, the Congress for the first time authorized in section 405(d) of the 
Mutual Security Act of 1954, as amended, a separate appropriation of $6 million 
for fiscal year 1956 for the continuation of activities undertaken for selected 
escapees under section 401, which included the Kersten amendment. This was 
done because the escapee program had reached the stage where its needs could 
be programed and provided for under a regular appropriation. 

Ever since fiscal year 1956, the escapee program has been carried out pursuant 
to the separate authority of section 405(d) of the Mutual Security Act of 1954, 
as amended. 


Mr. Benttey. If I can dwell on that particular point for a mo- 
ment. The language of 405(d) says: 
There is hereby authorized to be appropriated to the President for the fiscal 


year not to exceed X number of dollars for continuation of activities including 
care, training, and resettlement undertaken for selected escapees under section 


451 of this act. 

Section 451, which, of course, was originally known as the Kersten 
amendment, said that of the $150 million under the contingency fund, 
$100 million of the contingency appropriation could be used for peo- 
ple who are residing in or who are escapees from the Communist- 
dominated areas. 

I take it that the particular portion of this legislation with refer- 
ence to those people who may be still residing there is something that 
perhaps we won’t get into at this particular time. 

I doubt you want to discuss that. I doubt that would come under 
your jurisdiction, anyway, would it ? 

Mr. McCoutum. No, sir. 

Mr. Bentiey. With respect to the escapees, that is, of course, your 
jurisdiction. 

Mr. McCottum. Once they have come out into a free country. 

Mr. Bentiey. This particular legislation, section 451, provided 
that these escapees could be formed into military units supporting 
NATO or other purposes ? 

Mr. McCotium. Yes, sir. 

Mr. Bentiey. Do you know whether anything like that is done at 
all? 

Mr. McCotium. No, sir, except for labor battalions, Mr. Bentley. 
I believe you know these units are operating primarily in Germany 
and are made up of people of many nationalities, most of whom are 
from behind the Iron Curtain. I do not know whether these bat- 
talions are funded under section 451. I may say parenthetically that 
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if those — leave the labor battalion for any reason, they would 
then probab . become refugees under our terminology. 
: vrs 9 as I know, again, there are no such battalions, as such, under 

Mr. Bentiey. The appropriations for these labor battalions is not 
included in the $34 miltion, figure ? 

Mr. McCottum. No, sir. 

Mr. Bentixry. This $34 million figure represents currently a re- 
duced caseload from $5.2 million for 1960 and $8.6 million for 1959. 
Does this by any chance include escapees in West Berlin ? 

Mr. McCotxium. No, sir. An East German who escapes into West 
Germany 

Mr. Bentiey. Or West Berlin. 

Mr. McCottum. Yes, sir; has German citizenship and he is accepted 
by and taken care of, has all the rights and privileges of the Federal 
Republic of Germany. 

So, therefore, he does not require nor is there any request for in- 
ternational assistance. As you know, they are rapidly employed these 
days. They are screened in West Berlin by the Germans, flown out 
where they are employed and housed. 

Mr. Bentiey. Our Government has no responsibility for that pro- 
gram at all? 

Mr. McCotium. No, sir; in the question of financing or supporting 
of the East Germans. 

Mr. Bentiey. The reason I ask that question is because I saw in the 
paper only a day or two ago a story to the effect that some reporter 
had gone over to East Berlin and had there witnessed escapee camps 
on the other side of the fence and that apparently there was a sub- 
stantial number of either West Germans or former East Germans re- 
turning to East Germany. 

I do not remember the figures but there were apparently several 
thousand persons in these escapee camps in East Berlin. 

That is why I raised the question. If the situation is such that these 
people cannot be absorbed, I just wondered why this reduced case- 
load figure was brought up. 

Mr. McCottum. Our reduced caseload is predicated on people from 
satellite countries. 

Mr. Bentiey. How about the Hungarian refugees, if there are any 
that are in the camps around Austria? 

Mr. McCotium. There are some camps remaining. 

The numbers are down as I recall, to about 7,000 or 8,000. Many 
of those wish to stay in Austria. They do receive some assistance in 
their integration. We have brought some to this country recently 
under Public Law 83-316. We did get a registration of Hungarians 
to see what their desire was, whether they were eligible physically and 
otherwise, under our criteria. 

The Hungarian problem should be resolved in Austria by the end 
of this year. There will still be some Hungarians in some Western 
European countries who desire to emigrate. At the time of the Hun- 
garian revolution in order to move people out of Austria as rapidly 
as possible, some countries took Hungarians with the understanding 


that it was temporary asylum and there are some of those remaining 
in Europe. 
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There has been more of a tendency not to concentrate in France 
which has the largest single number. 

Mr. Bentiey. With respect to this Hungarian revolution there 
were many cases, certainly immediately after the revolution and pos- 
sibly continuing sometime after, of separated families where the par- 
ents had gotten out and left the children or the reverse of that. It 
seems to me negotiations were carried on with the Hungarian Gov- 
ernment to try to unite these families by either sending the children 
back into Hungary where the parents had been left behind or bring- 
ing the children out if the parents had escaped and the children had 
remained. 

There was some criticism of this because it involved in some cases 
actually forcing people to return against their will. Do you have 
any comments on this situation ? 

Mr. McCotium. To the best of my knowledge there is no forcible 
repatriation of adults. There were at one time a few children, minors, 
where representation was made through international organizations 
to have them returned to their parents. That was done. 

That was protested and stopped. 

Mr. Benttey. It was against their will? 

Mr. McCotitum. Presumably. 

The children in Austria changed their minds. One day they wanted 
to go back the next they did not. Some wanted to go back and were 
sent back. This was done under the jurisdiction of the United Na- 
tions High Commissioner for Refugees. 

He had a man interview everyone and had a man go to the border 
with them to be sure it was not a forceful repatriation. 

In spite of our own efforts, we have had no success in getting any 
out—any children coming out to rejoin parents or parents coming out 
to join children. There have been a few cases of other countries who 
have had a few people, primarily children, to come out and join 
parents. We have an official request for several right now but there 
1s no favorable response right now. 

Mr. Brentiey. When do you expect to complete the assimilation of 
these Hungarians presently in Austria ? 

Mr. McCottum. By the end of this year. 

Mr. Bentiey. You will have the camps empty ? 

Mr. McCotitum. Of Hungarians. There are other refugees in Aus- 
tria. Austria isa prime asylum country. 

Mr. Bentiey. Thank you. 

Chairman Morean. Mr. Murphy. 

Mr. Murpuy. No questions. 

Chairman Morcan. Mr. Meyer. 

Mr. Meyer. Thank you, Mr. Chairman. 

This question of mine may be out of order. I did not know whether 
to bring this up when Dr. Wilcox was here or not. You mentioned 
Public Law 480 and surplus foods. My question relates to the pro- 
posal Food For Peace and the possibility of it becoming an amend- 
ment to the Mutual Security Act. What do you think of the value of 
such a proposal? Maybe you can only comment on it as far as 
refugees are concerned. 

Would it be a valuable supplement to Public Law 480 or is it now 
unnecessary in your field ? 
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Mr. McCotxium. In our field it is unnecessary. We have had no 
difficulty. We have had great encouragement in using Public Law 
480 for refugee purposes. There has been no reluctance on behalf of 
the administration as far as providing commodities to refugees. 

Mr. Meyer. You would not want to comment—— 

Mr. McCotiwm. I could not do it officially, which is not in my 
province. 

Mr. Meyer. How is it that we do not do anything at all for Spanish 
refugees and many of the refugees of the type that might come from 
the Dominican Republic and how is it we do so very little for Algerian 
refugees ? 

Mr. McCottum. Taking them in order. Two of them I know a 
little about. May I go off the record ? 

Chairman Morean. Yes. 

(Discussion was off the record.) 

Mr. McCotitum. The United States has given both cash and sur- 
plus foods, over $12 million, to Tunisia and Morocco for the assistance 
of Algerian refugees. This is the largest of any single country al- 
though there has been general support in helping the Algerian 
refugees. The people do not want to migrate. They want to go home 
when the conditions permit. This is a holding operation in the sense 
of care and maintenance, tents, blankets, and food. We are request- 
ing, as you noticed, an additional amount for Algerian refugees for 
this year and for 1961. We do feel it is a terribly important and 
vital area. I do not know on the Dominicans, I am sorry to say, 
except as it comes to my attention through Immigration where some 
of them arrive in this country under parole. We do not treat them 
as refugees as from Communist countries. 

Mr. Meyer. The report here for Algerian refugees is roughly about 
$2 a person but you are putting more in the form of surplus foods. 

Mr. McCottum. That is a constant flow. 

Mr. Meyer. That is perhaps one of the most useful ways you can 
help them. 

Mr. McCotuivm. I think it is fair to say that we do give generously 
of the surplus commodities but it is primarily wheat. There must 
be housing and clothing. That is the reason for the cash contribu- 
a . Part of their diet as you know is oil and it is necessary to buy 
the oul. 

Mr. Meyer. How about some of the older Spanish refugees from 
the earlier war, the Spanish Loyalists who have had quite a miser- 
able existence in many places of the world? We do not do anything 
for them ? 

Mr. McCotium. No. You are probably referring to some that I 
know about in France. Many of doen are under the legal protection 
of the High Commissioner of Refugees. There is no program for 
— in the sense of resettlement but they are under his legal man- 

ate. 

There is no program, nor has there been an uest for 
in the 3 years that I have been in this aid progeidiir for that partinalar 
group. 

Mr, Meyer. Thank you. 
Chairman Moraan. Mr. Fulton. 
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Mr. Fuuron. I want to weleome you and I know you have a very 
difficult field. As far as the question of Food for Peace is concerned, 
I would like to call the attention of Mr, Meyer to page 5 of Mr. Dil- 
lon’s statement before our committee which anes tesa in that 
direction. 

It is the amendment. proposed to section 202 of title 2 of Public 
Law 480 relating to family relief and other assistance which permits 
the use of surplus agricultural commodities under title 2, to promote 
the economic development of less-developed areas. 

One purpose is to clarify the authority under title 2 to carry out 
work relief projects on a continuing rather than emergency basis. 

In Tunisia it would be quite a help because there is a third of the 
total labor force unemployed. We will then use that food in con- 
junction with local currencies generated by Public Law 480 on 
programs of work on badly needed economic items such as soil con- 
servation, terracing and irrigation as well as reforestation. In com- 
bination with the Public Law 480 pengrem and the mutual security 
program, it is a move that has no limit by amount in the direction 
which I would say the gentleman from Massachusetts and the gentle- 
man from Connecticut and I have been talking on. 

There is adequate provision, I believe, for the departments to work 
out programs of this type. I do not know if it would fit your field 
or not. On the basis of the programs, I think there is a move to use 
the surplus food and counterpart funds for this purpose. 

As far as the Western Hemisphere is concerned, anybody from 
the Western Hemisphere, I believe, can just. come to the United States, 
can they not? 


Mr. McCottum. No, sir; not eng that easily. There is no quota 


for the Western Hemisphere. 
and so on. 

Mr. Futon. I would agree with that. As far as refu in this 
hemisphere are concerned, there is adequate provision of law if they 
passed certain requirements. 

Mr. McCotium. No, sir; it is also a question of nationality and 
birth. It isnot anybody who is here. 

Chairman Morean. You cannot come here from Jamaica, because 
you are a British subject? 

Mr. McCottum. I thought he was referring to Mexico, and so forth. 

Mr. Fuuron. I do not mean any commonwealth. 

Mr. McCotitum. A Hungarian citizen, for example, living in Brazil 
who went there after the revolution could not come here use he 
would be chargeable to the Hungarian quota. 

Mr. Futron. We were talking about a West Indian who had been 
a citizen and left and came to this country-—— 

Mr. McCouium. Yes, sir. 

Mr. Futton. There is adequate legislation as long as they are in- 
formed of what our minimum requirements are. We wish you well 
in your subject. I think the world is getting to be a better place to 
live in. Iam an optimist. 

Chairman Morean. Thank you, Mr. McCollum. 

The committee stands adjourned until 10:30 Monday morning. 

(At 4:45 p.m. the committee adjourned until 10:30 a.m. Monday, 
March 7, 1960.) 
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